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THE SOIL BANK 


(1956 Aereage Reserve Program) 


TUESDAY, SEPTEMBER 30, 1958 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10 a. m., in the George Washington Inn, 
Washington, D. C., Hon. L. H. Fountain (subcommittee chairman) 
presiding. 

Subcommittee members present: Representatives L. H. Fountain 
(subcommittee chairman), Henry S. Reuss, Clare E. Hoffman, and 
Robert H. Michel. 

Staff member present: James R. Naughton, counsel. 

Mr. Fountarn. Let the subcommittee come to order. 

Under the rules of the House of Representatives the Committee on 
Government Operations has the duty of studying the operation of 
Government activities at all levels with respect to economy and ef- 
ficiency. That responsibility with respect to the Department of Agri- 
culture, and certain other agencies has been delegated by the commit- 
tee to its Intergovernmental Relations Subcommittee. 

Our purpose today is to obtain information concerning the adminis- 
tration by the Department of Agriculture of the soil-bank program. 
We are cartioulutty interested in examining the operation of the 1956 
acreage-reserve program, a portion of which we understand is still 
in process. 

The Department of Agriculture has paid out nearly $250 million to 
date under the 1956 acreage reserve program. It is our understandin 
that it is currently in the process of paying out substantial sadaiticaial 
sums on the 1956 program under the terms of Public Law 413 of the 
85th Congress, which was approved by the President on May 16 of 
this year. 

The subcommittee wishes to obtain information concerning the pol- 
icies and procedures being used to make such payments. In addition, 
the subcommittee will examine the general operation of the 1956 pro- 
gram and the circumstances involved in the termination and modifica- 
tion of acreage reserve contracts subsequent to the final sign-up date, 
which I believe was July 27, 1956. 

Rather than proceed immediately with a discussion of current pay- 
ments under Public Law 413, I think it would be much easier for us 
to understand the program, and to make a clearer and more objective 
record, if we first discussed the general situation involving the 1956 
acreage-reserve program, and then go on to the particular circum- 
stances leading to the enactment of Public Law 413. 
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We are happy to have with us this morning as witnesses from 
the Department Mr. H. L. Manwaring, Deputy Administrator for 
Production Adjustment of the Commodity Stabilization Service: 
Mr. Howard J. Doggett, Director, Soil Bank Division, Commodity 
Stabilization Service; Mr. Dwight Meyer, Deputy Director, Soil 
Bank Division, Commodity Stabilization Service; and Mr. Claude 
Coffman, Office of the General Counsel. 

I do not know whether you gentlemen have a prepared statement 
or not. If you do we will be glad to receive it at this time and 
then proceed with the questioning. 


STATEMENT OF H. L. MANWARING, DEPUTY ADMINISTRATOR, 
PRODUCTION ADJUSTMENT, COMMODITY STABILIZATION SERV- 
ICE; ACCOMPANIED BY HOWARD J. DOGGETT, DIRECTOR, SOIL 
BANK DIVISION, COMMODITY STABILIZATION SERVICE; DWIGHT 
MEYER, DEPUTY DIRECTOR, SOIL BANK DIVISION, COMMODITY 
STABILIZATION SERVICE; CLAUDE C. COFFMAN, OFFICE OF THE 
GENERAL COUNSEL, AND REED K. POND, ASSISTANT TO THE DI- 
RECTOR, SOIL BANK DIVISION, DEPARTMENT OF AGRICULTURE 


Mr. Manwarinec. Mr. Chairman, we do have a few prepared re- 
marks. We felt as though they were necessary in order to set the 
stage that gives the background against which the 1956 acreage- 
reserve program was carr ied out. 

If it meets with your approval, we will go ahead. I can either give 
it to you, or read it. Shall we go ahead and read it? 

Mr. Founratn. What is the pleasure of the committee ? 

Mr. Micuer. I would like to hear what they have to say. 

Mr. Fountain. Some of the questions we may ask may be repetitious 
in that they will call for the same information that you give in your 
statement. We will try to eliminate duplication as much as possible. 

Mr. Manwarinc. We may not give answers to your specific ques- 
tions in this prepared statement because we are really giving you a 
background against which we attempted to carry out a program. 

Mr. Marvin McLain was invited to be here ‘and regrets that he 
could not be here because he is out of town attending a meeting. 
He had a previous engagement and could not make it. 

We have also added to the group Mr. Reed Pond, who is em- 
ployed in the Soil Bank Division. 

Mr. Fountain. We are glad to have you with us, Mr. Pond. 

Mr. Manwartne. Mr. Chairman, Assistant Secretary Marvin L. 
McLain in his statement before the House Committee on Agriculture, 
January 30, 1957, presented the following summary statement: 

Many times during the period of discussion of the Agricultural Act of 1956 
the President and the Secretary of Agriculture pointed out the critical time 
elements involved in the implementation of the soil-bank program for 1956. 

In his discussion before the Senate committee on February 6, 1956, Under 
Secretary Morse submitted a summary which contained this statement: “If 
legislative action is not taken prior to April 15 it will be extremely difficult to 
get a program this year except for wheat seeded in the fall of 1956.” 

In his April 16, 1956, message regarding his action on H. R. 12, the President 


said: “The long delay in getting this bill makes it too late for most farmers to 
participate in the soil bank on this year’s crops.” 
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In a letter to Senator Aiken dated May 9, 1956, the Secretary said: “It will 
take all the time available to prepare properly for a program on crops planted 
in the fall of 1956. Farmers would be helped far more, in my opinion, by a con- 
structive program beginning on fall crops than by a hasty, ineffective program 
on 1956 spring crops. 

“In view of the impracticability of getting a program into operation this year 
for both spring-seeded and fall-seeded crops, it is recommended that this bill 
be amended so that the soil-bank program will commence with the crops planted 
in the fall of 1956.” 

The President, in signing the bill, included a statement as follows: “The delay 
in the bill’s enactment, however, makes it virtually impossible to put the soil 
bank properly into effect in 1956.” 

However, in Report No. 2197 on the Agricultural Act of 1956, issued May 22, 
the managers on the part of the House of Representatives included the follow- 
ing statement : 

“A major provision dealing with the start of the soil-bank program was 
resolved in favor of the House bill. The House bill directed that the soil bank 
be started with 1956 crops. The Senate bill directed only that the Secretary 
start the program with the 1956 crop ‘to the extent he deems practicable.’ This 
language, together with the known position of the Secretary of Agriculture on 
this matter, led to the general assumption that under the Senate provision there 
would be no serious effort to get the soil-bank program under way for 1956 crops. 

“The conferees accepted the House language with respect to this matter, agree- 
ing to make the soil bank effective immediately, as provided in the House bill. 
It was recognized, however, that the larger part of this year’s plantings have 
already taken place and it is not expected that any large part of the crop planted 
will be plowed up or otherwise removed from production as authorized by section 
103. The committee recognizes that the Secretary cannot be expected to accom- 
plish the impracticable or to secure any large part of the beneficial results hoped 
for the soil bank in 1956, but it also recognizes that certain farmers have here- 
tofore planned to participate this year, and it is felt that they should be assured 
of the opportunity to do so.” 

In accordance with the direction of the Congress, the Department of Agricul- 
ture immediately moved to implement the program so as to provide a program 
for 1956. The requirements of the law were scrupulously adhered to. It was 
on the basis of the requirements of the law that the 1956 program was developed. 
This scrupulous observance of the legal requirements was put into effect. 


In his Beaver Dam, Wis., speech, June 4, 1956, just a week after the 
Soil Bank Act became law, Secretary Benson summarized the operat- 
ing problems and purposes of the soil bank as follows: 


The soil bank has been spoken of as drought relief and a plow-up program. 
This is largely untrue. 

To the degree that I am able, I intend to see that the Nation gets a dollar’s 
worth of surplus reduction or a dollar’s worth of conservation for every dollar 
paid out. The Nation may invest more than a billion dollars a year in this pro- 
gram for 4 years. Our farmers deserve a program which accomplishes what was 
intended and all of us as taxpayers deserve to see that these dollars earn what 
they were paid for. 

The soil bank must not be misused. To reduce surpluses and conserve re- 
sources will be difficult enough. We should not also load upon this program 
responsibility for drought relief, flood relief, and credit needs. We should 
not make the soil bank over into the kind of a crop-insurance program that 
a farmer takes out after his crop is lost. We already have in operation an 
effective credit program, a crop-insurance program, and programs to meet 
natural and economic disasters. If any of these programs are inadequate they 
should be strengthened. We should not try to solve all these problems with a 
soil bank designed for another purpose. 

We shall have an acreage-reserve program on 1956 crops as the law provides, 
although practically all the crops are already planted. It is my belief that 
this program will be of limited size. Farmers who have already planted, who 
have invested in seed, fertilizer, and gasoline, and who have a crop in prospect 
will not be inclined to participate. 

Especially do I caution farmers against plowing under their crops on the 
basis of rumors or unauthorized information. We are getting the needed in- 
formation out to our State and county committees as rapidly as we can. I 








4 THE SOIL BANK 


may say in passing that it took Congress more than 4 months to pass this 
law. There are many changes from what the President proposed. We should 
not be expected to have all the details in the hands of our county committees 
in a week’s time. My point is that it is from these committees that farmers 
will receive the information they need with regard to their own farms. To 
proceed on the basis of unconfirmed information may result in disappointment. 

The program on the 1956 crop will not be a fair trial because it is so late. 
The President so recognized when he announced higher price supports for 1956 
because, to use his own language: “The failure to enact a soil bank before 
planting time this year makes such administrative action imperative.” 

For the future our objective will be to make payments high enough to get 
the needed participation on a voluntary basis. And you can look for regula- 
tions tight enough to accomplish the objectives of the program. 

This is not a program to empty warehouses so they may be filled again. It 
is not a panacea, not a cure-all. It is a temporary emergency program to get 
agriculture back into balance, to correct the oversupply brought about by 
unsound programs of the past. 


Among other things, the Department on June 8, 1956, announced 
the participation requirements for the 1956 acreage-reserve program. 
Secretary Benson stated in that announcement: 


We have proceeded with all possible haste since enactment of the soil-bank 
legislation to present a sound 1956 program to farmers. It is true, however, 
that the program for this year is in a sense a special program designed to meet 
the time limitations and the requirements of the legislation for 1956. 

For that reason, 1956 will not present a fair trial of what the program 
can accomplish. The rates set are for the 1956 program only. Before next 
year’s crops are planted, however—including fall seeding of wheat this year, 
we will have an opportunity to plan and develop a more comprehensive 
program. 

The soil bank makes available beginning especially in 1957 a way to reduce 
our farm surpluses, to safeguard our soil and water resources, to give a lift 
to farm prices. 


On page 4 of the June 8, 1956, announcement, the bases for deter- 


mining payments were included. These were to be determined as 
follows: 


For underplanting the corn base or the allotment for cotton, rice, tobacco, 
peanuts, or wheat (when planted to spring wheat), the payment rate will be 
based on the normal yield for the designated acreage. 

For underplanting 1956 winter wheat, because of adverse weather, the pay- 
ment will be $4 per acre. 

For destruction due to natural causes or for plowing or otherwise physically 
incorporating the crop into the soil, or for clipping, mowing, or cutting the crop, 
the payment will be based on the smaller of an appraised yield for the field or 
the normal yield for the farm, but will not be less than $6 per acre. 


In summary, every effort was made by the Department of Agri- 
culture to develop proper and adequate instructions, procedures, and 
forms and to fully acquaint both field staff and farmers with them as 
promptly as feasible. 

Perhaps a brief step-by-step summary of the principal actions taken 
beginning with the President’s recommendation of a soil-bank law on 
January 9, 1956, through the beginning of agreement signup opera- 
tions under the 1956 acreage reserve program will more clearly outline 
the pertinent conditions and circumstances bearing on this emergency, 
voluntary, production-adjustment program. I would, therefore, like 
to enumerate these steps : 

1956 

January 9: President’s message to Congress—Agriculture—Raising the Income 
and Advancing the Security of Our Farm Families. 

January 12: Statement of Secretary of Agriculture Ezra Taft Benson before the 

Senate Committee on Agriculture and Forestry. 
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February 6: Note to correspondents—examples of how the proposed soil-bank 
program would work. 


February 28: CSS memorandum to State ASC offices (notice general 349) asking 


State offices to consult with farmers to obtain reactions to be used in deter- 
mining level of soil-bank payments. 

February 29: CSS memorandum to all State ASC offices (notice general 348) 
giving a brief description of the proposed soil-bank program. 

March 1: CSS memorandum to all State ASC offices (notice general 350) asking 
for estimates of participation in the soil bank. 

April 16: Presidential veto message on H. R. 12. 

April 16: Secretary Benson’s comments on the Presidential veto. 

May 28: Farm bill signed by President. 


May 29: Secretary Benson’s statement regarding enactment of the farm bill 
(soil bank). 


May 31: Announcement of 1956 crop corn-price supports (soil bank). 


May 31: Announcement of soil-bank acreage reserve payment rates for corn, 
cotton, wheat, and rice. 


June 8: Announcement of general requirements for participation in the soil bank. 


June 8: CSS telegram to all State ASC offices—brief general soil-bank 
instructions. 


June 8: Acreage reserve payment rates announced for tobacco and peanuts. 


June 15: Commodity summaries of acreage reserve requirements mailed to State 
ASC offices. 


June 17: Acreage reserve instructions and regulations mailed to State ASC 
offices. 


June 19: ASC State committees authorized to start 1956 acreage reserve signup. 
June 21: Note to correspondents announcing a change in regulations making 
acreage grazed between January 1 and June 22 eligible for acreage reserve. 


Week of June 17: Suggested radio scripts and press releases for local adaptation 
mailed to State ASC offices. 


June 25: ASC county offices generally starting signup of acreage reserve 
agreements. 

Mr. Chairman, we appreciate the opportunity to present the above 
statement of facts relating to the 1956 soil-bank acreage reserve pro- 
gram as we strongly feel any impartial judgment of the administra- 
tion, operations, or accomplishments under that program will un- 
doubtedly affirm the position that overall a good job was performed 
under unusually trying and difficult conditions. 

We will be pleased to answer any questions with respect to that pro- 
gram and furnish any additional factual materials the committee may 

esire. 

Mr. Founratn. There are a number of other documents, including 
Secretary Benson’s letter to Senator Aiken on May 9, 1956, in connec- 
tion with the difficulties he expected if the Soil Bank Act were put into 
effect so soon which we will make a part of the record. 

Mr. Manwartna. My statement does not answer any questions. It 
merely places the situation in background. 

Mr. Founrarn. What is the pleasure of the committee with respect 
to putting into our record all of the material which he outlines briefly ? 
I do not know how long it would be, but it might be helpful in pre- 
senting the total picture. 

Mr. Reuss. Putting it into the record does not necessarily mean that 
it would be selected for printing. Iam thinking of the expense. 

Mr. Founrarn. Not necessarily. We do not have to include ma- 
terial that is too lengthy. 

Mr. Reuss. In the light of that I certainly feel that appropriate 
material should be included in the record. 

Mr. Fountarn. Mr. Naughton advises me that most of these are 
press releases which will probably be about one page. In fairness to 
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the Department, and by way of explanation of what transpired, it 
seems to me they probably ought to go into the record. If there is no 
objection, these items will become a part of the record. 

(The information referred to appears as exhibits A 1 through 16 
on p. 115 of the appendix.) 

Mr. Founrarn. I will begin by attempting to develop the story as 
best I can by questions, and I would like for members of the c ommittee, 
as I proceed, to feel free to ask that I yield for any questions which 
may come to their mind during the process of my questioning. 

I am not sure to whom I should pose these questions, but I will be- 
gin by asking them and the appropriate person can answer. 

Mr. Horrman. Off the record. 

(Discussion off the record.) 

Mr. Fountratn. I wonder if you would be kind enough to supple- 
ment what you have already said by giving us a general description of 
the more important features of the 1956 acreage reserve program. 

Mr. Manwarine. Suppose that I refer that to Mr. Doggett. 

Mr. Docerrr. Mr. Chairman, if I understand you correctly, you 
want us to implement this statement with regard to what we did 
specifically ? 

Mr. Fou NTAIN. We would like, in a general way, a description of 
the more important features of the 1956 acreage reserve program. Mr. 
Naughton prepared a memorandum for the members of the com- 
mittee, on which the committee has not taken a position, factually or 
otherwise. It may save some time if we have him read the initial 
part of his memorandum into the record. If there are any correc- 
tions of additions to be made to it, you can do it. 

Mr. Naveuron. The Soil Bank Act (Public Law 540, 84th Cong.., 
May 28, 1956) authorized an acreage reserve program (secs. 103- 
106) under which producers of wheat, corn, cotton, peanuts, rice, and 
tobacco would be compensated for reducing their acreage of those 
commodities. To be eligible for compensation, the act provided that 
the producer should (1) reduce his acreage a the commodity below 
his farm acreage eed or be ase acreage; (2) spec ifically designate 
the acreage so withdrawn, and (3) not h: eae any crop from or graze 
such acreage unless given permission to do so because of a drought 
emergency. The act also declared that reserve acreage of a com- 
modity could include acreage planted to a 1956 crop of such commodity 
prior to the announcement of the program if the crop were plowed 
under or cut to prevent maturing within 21 days of May 28, 1956, or 
by such later date as fixed by the Secret: ary of Agriculture. 

The act provided (sec. 103 (a) (1)) that to “participate in the pro- 
gram the producer must enter into a contract by which, in addition 
to other terms and conditions prescribed by the Secretary, the pro- 
ducer specifically agreed to forfeit all benefits under the contract in 
the event that the Secretar y determined there had been a violation of 
the contract of such a substantial nature as to warrant termination of 
the contract. In addition, the producer was required (sec. 103 (a) 
(i)) to agree to accept such adjustment of payments as the Secretary 
determined to be appropriate in the event of a violation of such a 
nature as not to warrant termination of the contract. The Secretary 
of Agriculture was authorized (sec. 124) to prescribe such regulations 
as he deemed necessary to carry out the act. 
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Section 128 of the act provided that any producer who knowingly 
and wilfully grazed or harvested any crop from any acreage in viola- 
tion of such a contract should be subject to a civil penalty equal to 
50 percent of the compensation which would have been payable for 
compliance with the contract. 

(Full text of the staff memorandum appears as exhibit B on p. 137 
of the appendix. ) 

Mr. Corrman. He read that rather rapidly. It sounded fairly ac- 
curate except that he started out by saying the Congress authorized 
the soil-bank program. If you will check the statute, the Congress 
directed the soil-bank program be carried out in 1956, as well : 
authorized. 

Mr. Fountarn. The committee is very glad to accept that addition. 
I think that you are right. 

Mr. Corrman. That is the only one that I caught from the reading 
of it. 

Mr. Fountarn. Do you have anything to add to that, Mr. Doggett ? 

Mr. Doccerr. No. I think that is quite a fair statement, Mr. Chair- 
man. We would be glad to answer specific questions. I hesitate to—— 

Mr. Fountarn. Generalize ? 

Mr. Doccrrr. Yes, generalize. It is a big program. There are a 
lot of things that could be said about the difficulties that we en- 
countered in 1956. 

Mr. Fountain. We are going to give you achance to go into that. 

Mr. Doccrrr. And all that sort of thing. Mr. Meyer was the man 
who was directly in charge of this side of the Soil Bank Act. It had 
two sections, A and B, A being the acreage reserve program and B the 
conservation reserve program. He was, and is, very familiar with 
the operations of the 1956 acre reserve program. 

We had many very difficult things. One was the extreme drought 
ina great part of the Great Plains and we were involved in the re- 
quests for drought relief. We were being requested to permit grazing 
before the farmer ever signed a contract, and that did not help us. It 
was new to our county committees; it was new to our field adminis- 
tration. It takes us, I think, on the average, about 30 days from the 
time that a memorandum, or a directive, leaves Washington, until 
we get it to the county level and have it in such a form that county 
administrators can explain it to the farmers. Those were some of the 
things that happened ever day in 1956 after the passage of the act that 
brought up additional problems. It was because of the timing of the 
act. 

Mr. Manwarine. I do not remember, Mr. Naughton, if your state- 
ment made reference to a corn base. 

Mr. Navenron. Yes, it did mention base acreage, although not 
specifying corn. 

Mr. Manwarina. We requested a reduction from a corn base and 
from an allotment for other crops. I thought Mr. Hoffman, if he 
did not know that, might be interested in that because the corn base 
was somewhat larger than the allotment for corn. 

Mr. Founrar. I think our specific questions will give you an op- 
portunity to elaborate further. If you think of anything to add we 
will be glad to receive it. 

I think all of us who have studied the soil-bank program at all 
even though there is still much that we are trying to find out—realize 
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that the Department had a very difficult job to carry out a direction of 
Congress within so short a period of time. As we all know, the Soil 
Bank Act was not finally approved until May 28, 1956. 

Is it true, however, that the major provisions of the Soil Bank Act 
were also contained in an earlier farm bill which passed both Houses 
of Congress on April 11, in H. R. 12, but was vetoed by the President 
because he objected to other provisions of the bill, including one call- 
ing for price supports at 90 percent of parity? Is that true, Mr. 
Doggett ¢ 

Mr. Doaeetr. Yes. 

Mr. Founrarn. When the President vetoed H. R. 12 on April i6, 
1956, is it true that both the President and Secretary Benson then 
asked the Congress to promptly enact the soil bank program through 
separate legislation ? 

Mr. Doceert. Yes. 

Mr. Founrarn. I think Mr. Benson’s statement on April 16 tock 
that position. 

A new soil bank bill, H. R. 10875, was passed by the House, I believe, 
on May 3. Do you recall the Secretary commented at that time that 
the bill was much improved over the one the President had vetoed, 
although it still had some provisions which he objected to? 

Mr. Doscerr. Well, I do not specifically recall that. That bill lad 
more than the soil bank. Was it the same as 540? I will have te go 
back and check that. 

Mr. Founratn. Maybe we can get that. 

Mr. Meyer. That is the bill that became Public Law 540. 

Mr. Docecerr. Was it without amendment? Was it finally passed 
pretty much without amendment ? 

Mr. Corrman. It did have some amendments. It had the soil bank 
and some other provisions, and there were some amendments. 

Mr. Fountatn. Maybe we can get the answer to that. 

Mr. Manwarina. We will have to check the Secretary’s statement. 

Mr. Fountarn. Maybe we can get the answer if Mr. Naughton will 
read from the Secretary’s statement of May 4, 1956. 

Mr. NaueuTon (reading) : 


Comment of Secretary of Agriculture Benson on H. R. 10875: 

“This bill is much improved over the bill the President vetoed,” was Secretary 
of Agriculture Ezra Benson’s comment today on H. R. 10875, the soil bank bill 
passed by the House on Thursday. 

“It will permit us to begin a soil bank along the lines recommended by the 
President,” said the Secretary. “It has removed some of the most objectionable 
features of the vetoed bill. It will permit our already announced corn program 
to continue, that is, price support at $1.25 for corn in the commercial area not 
within acreage allotments. 

“But the bill has 2 features, 1 old and 1 new, which are objectionable,” said 
the Secretary. “The bill provides mandatory price supports for feed grain. This 
would bring about 100 million additional acres under Government control, and 
require us to hire many more compliance checkers and other Government work- 
ers. We are now controlling production on about 170 million acres. It is almost 
the same provision as in H. R. 12, regarding which the President said in his 
veto message: 

**The provision for mandatory supports on the feed grains would create more 
problems for farmers. The market for feed grains would shrink as livestock 
production would come to depend more on forage and less on grain. The flow 
of feed grains into Government stocks would increase, and production controls 
would necessarily be intensified. Price relationships between feed, livestock, 
and livestock products would be distorted. Producers of feeder cattle, feeder 
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lambs, and feeder pigs would be faced with downward pressure on prices, an 
imbalance would develop between feed crops and livestock products, with all 
its adverse consequences.’ ” 


Mr. Fountarn. The Secretary objected to two features of H. R. 
10875 as passed by the House—mandatory price supports on feed 
grains and the inclusion of grazing lands in the acreage reserve pro- 
gram. Both of those features were removed from the Soil Bank Act 
as finally passed, were they not ? 

Mr. Doceerr. That is correct. 

Mr. Founratn. I believe that the Senate took out both provisions, 
and the conferees accepted those deletions ? 

Mr. Doccerr. Yes. 

Mr. Fountain. In a letter to Senator Aiken on May 9, 1956, the 
Secretary recommended against including 1956 spring planted crops 
in the acreage reserve program, did he not ¢ 

Mr. Doccerr. Yes. 

Mr. Founrarn. Did the Secretary communicate that position to the 
House Agriculture Committee between the President’s veto of H. R. 12 
and the House passage of H. R. 10875? Do you know? 

Mr. Manwartina. I do not know the answer to that. I think that 
we would have to check it and let you know. We will do that. 

Mr. Fountarn. Thank you. 

The Department later advised as follows: 


We have been unable to find any written communication from the Secretary 
of Agriculture to the House Agriculture Committee on the above subject between 
dates of April 16 and May 4,.1956. However, Secretary Benson appeared before 
the House Committee on Agriculture March 27, 1956, where he reviewed in 
part the President’s recommendations and the pending agricultural bill, H. R. 12. 
He stated that “We in the Department of Agriculture want to assist Congress 
in every way possible in speedily developing and implementing legislation which 
is sorely needed by farmers now. It is getting late. Many 1956 crops have 
already been planted or soon will be planted. It is imperative that Congress act 
quickly.” 

In this statement the Secretary also said, “In order that there may be no mis- 
understanding, I wish to make clear that if Congress had provided the authority 
this soil-bank program would be in operation right now. This program is of 
such importance and means so much to the welfare of agriculture that each day’s 
delay in granting the needed legislative authorization is costing our farmers 
badly needed income.” 

In a press release of February 10, 1956, Secretary Benson stated, ‘“The Senate 
and the Congress can yet pass the kind of bill that will give farmers the help 
they need. If the Congress acts promptly, it will be possible to get a sound 
program launched before spring planting.” 

The President vetoed H. R. 12 on April 16, 1956, and Chairman Cooley, of the 
House Agriculture Committee, introduced H. R. 10875, April 27, 1956, the pur- 
pose of which was to enact the Agricultural Act of 1956. On April 30, H. R. 
10875 was reported to the House by House Report 2077. On May 3, 1956, the 
House passed by 314 yeas to 78 nays H. R. 10875. Our legislative reports records 
do not indicate that the Department of Agriculture was requested to submit a 
specific report on H. R. 10875 to the House Committee on Agriculture. 


Mr. Founrarn. As I recall, the Secretary’s letter to Senator Aiken 
took the position—and I believe that you referred to it in your pre- 
pared statement—that because of the late date of the 1956 program 
the 1956 program would not be effective on spring-planted crops. I 
think he felt participation would be low because crops were already 
planted and that consequently the intended reduction in production 
would not be accomplished; the cost would be high because of the 
inducements necessary to get farmers to enter the program after plant- 
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ing crops; that bad precedents might be set, and that programs might 
be erroneously judged a failure because of these reasons. 

Is that substantially correct ? 

Mr. Doceerr. That is correct. 

Mr. Founrarn. If there is no objection, at this time we will make 
the Secretary’s entire letter to Senator Aiken a part of the record. 

(The letter referred to follows :) 

May 9, 1956. 

Hon. GrorGe D. AIKEN, 


Senate Committee on Agriculture and Forestry, 
United States Senate. 


Desk GEORGE: This is in response to your request for my comments on the pos- 
sibility of getting a soil bank into operation on the 1956 crops. 

H. R. 10875 contains the following language in section 103: “* * * the Secre- 
tary of Agriculture * * * is authorized and directed to formulate and carry out 
an acreage reserve program for the 1956, 1957, 1958, and 1959 crops * * *.” 

Section 103 further provides that “Reserve acreage of a commodity may in- 
clude acreage whether or not planted to the production of the 1956 crop of the 
commodity prior to the announcement of the acreage reserve program for the 
1956 crop if the crop thereon, if any, shall be plowed under or otherwise phys- 
ically incorporated into the soil, or clipped, mowed or cut to prevent maturing 
so that the reduction in acreage of the commodity below the acreage allotment 
occurs within 21 days after the enactment of this title, or by such later date as 
may be fixed by the Secretary.” 

It is now the second week of May. Wheat will soon be ready for harvest in 
the southern Great Plains. Winter oats and barley in the southern half of the 
country will soon be ripening. Much of the cotton is planted. Spring grains are 
mostly seeded. Corn is being planted. By the end of May 1956, plantings will 
be virtually completed. 

I would not be discharging my responsibiilty if I failed to point out the grave 
difficulties associated with trying, at this late date, to get a soil bank operating 
on 1956 spring seeded crops. 

Inclusion of feed grains in the acreage reserve requires the establishment of 
base acreages for these crops: oats, rye, barley, grain sorghum, and corn in the 
noncommercial area. This means the assembling of data and the determina- 
tion of bases on 100 million acres. We presently operate programs on 170 million 
acres. This provision would require an expansion of almost 60 percent in the 
scope of our operations. It would be necessary for local committeemen to estab- 
lish for every farm a normal yield for every crop in the acreage reserve. In 
order to be equitable, one farm with another and one area with another, these 
yields would have to weigh out to county check yields. 

Even though we would do our utmost, we could not have this tremendous task 
accomplished, together with the necessary writing of contracts and checking of 
compliance, prior to the harvest date for many of these feed crops. 

We have gone as far as we could go in making ready for the administration of 
this program, taking into account the many uncertainties as to its eventual form. 
But obviously we cannot write procedures before the law is passed, and ques- 
tions of major importance regarding the legislation are still being debated. 

Some may contend that we should omit the established procedure of determin- 
ing bases and proceed on the basis of unverified data. Our experience is that 
unless histor‘e ] data are used, the reported acreage figures may be in error by 
as much as 30 or 40 percent. 

To launch a program like the soil bank at this late date, for 1956 spring seeded 
crops, with inadequate data and hastily developed administrative machinery, 
would have these adverse effects : 

1. Participation would be low.—Farmers, with their crops already planted and 
with their investment already made in seed, fertilizer, and labor, would be re- 
luctant to enter the program. 

2. The intended reduction in production would not be accomplished.—Since 
participation would be low and since the farmers most likely to come into the 
program would be those whose crops were likely to turn out below average in 
yield, the intended purpose of the program—reduction of surpluses—would not 
be satisfactorily achieved. 

3. Costs would be excessive.—The inducement necessary to cause a farmer to 
enter the program would be greater after he has made his outlay of money for 
prodyiction expenses than it would be if contracts could be made before planting. 
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4. It would be difficult to make the program properly cffective in later years.— 
If the program is launched hastily, precedents are established which prevent 
oe administration for the following years. 

The program would be discredited in the minds of farmers and the public 
eenandiies Tha soil bank has much promise if it can be properly operated. If, 
in the first year of its operation, farmers do not participate fully and the pro- 
gram is demonstrably ineffective and expensive, then the program may be 
erroneously judged a failure. This would be especially true if it becomes a plow- 
up program. This program should be given a fair chance to operate. 

On several occasions, the critical time element in this program has been 
referred to. 

In his discussion before the Senate committee on February 6, Under Secre- 
tary Morse submitted a summary which contained this statement: “If legisla- 
tive action is not taken prior to April 15, it will be extremely difficult to get a 
program this year except for wheat seeded in the fall of 1956." This statement 
Was made with respect to the program recommended by the administration, 
which embodied an acreage-reserve program intended to apply only to wheat, 
corn, cotton, and rice. Since then the program has been made more complex 
and has been extended to feed grains, tobacco, and peanuts, thereby adding 
substantially to the workload. Grazing lands are added in the House bill. 

In his April 16 message regarding his action on H. R. 12, the President said: 
“The long delay in getting this bill makes it too late for most farmers to par- 
ticipate in the soil bank on this year’s crops.” 

In my appearance before the Senate Committee on Agriculture on April 19, 
I said: “Farmers should know as promptly as possible the terms of the acreage 
reserve so as to plan for fall crops. Plowing will be underway within 90 
days—then comes liming, fertilizing, and seeding in rapid succession.” 

It will take all the time available to prepare properly for a program on crops 
planted in the fall of 1956. Farmers would be helped far more, in my opinion, 
by a constructive program beginning on fall crops than by a hasty, ineffective 
program on 1956 spring crops. 

In view of the impracticability of getting a program into operation this year 
for both spring-seeded and fall-seeded crops, it is recommended that this bill 
be amended so that the soil bank program will commence with the crops planted 
in the fall of 1956. 

Sincerely yours, 
EK. T. BENSON. 

Mr. Fountain. Mr. Doggett, do you know of any instance where 
the Secretary specifically warned prior to the passage of the Soil 
Bank Act that the Department of Agriculture might not be able to 
explain the program to the farmers for the 1956 spring-planted crops 
and that there might consequently be general misunderstanding of 
the provisions of the ac reage-reserve agreements? 

Mr. Doccerr. I doubt if the Secretary did that except by implica- 
tion. When he was talking about the need to get the legislation on 
the books that was to be used in 1956, I think that was part of his 
thinking. Whether he specifically put that in language or not, I do 
not know, because he fully realized how long it takes us to get to 
the individual farmer ; and, of course, as you know, we had no authori- 
zation for staff. We were borrowing people, just getting folks who 
for the moment were not too awfully busy from the Cotton Division 
or Grain Division or somewhere else—to get a skeleton staff together 
to prepare the materials that would be needed. As you saw by the 
schedule here, we requested information from State offices for their 
best thinking about rates and how to proceed and that sort of thing. 

Mr. Fotnrarn. I noted in his letter to Senator Aiken he outlined 
a number of difficulties with which the Department would be con- 
fronted, dealing primarily with inability to get full participation, 
but he did not go into discussion of the diffic ulty that might be experi- 
enced in explaining the program to the farmers. 
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Mr. Horrman. What is the date of the letter ? 
Mr. Fountain. May 9. 
Mr. Horrman. When was the act passed by Congress ? 


Mr. Navucuron. Passed by the House on May 4 and by the Senate 
on the 22d. 

Mr. Horrman. It was an election year, 1956. 

Mr. Manwartnc. There was reference to the difficulties he antici- 
pated in his speech at Beaver Dam, Wis., on June 4. He specifically 
warned farmers that they should be careful to get all the information 
and not act on rumor and newspaper articles and things of that kind. 
“Especially do I caution farmers against plowing under their crops.” 
There were quite a number of other references in the speech. 

Mr. Fountarn. It is true in spite of the difficulties which Mr. Benson 
outlined that the Department would experience, is it not, that he and 
the Department made a number of statements after the enactment of 
the Soil Bank Act, indicating that the program was going well and 
that information was being promptly and widely disseminated ? 

Mr. Doceerr. I presume that is right. I do not know we ever said 
the program was going well, did we? 


Mr. Fountatn. Mr. Naughton, do you have a release of the Depart- 
ment to that effect / 


Mr. Naventon. On June 27, 1956, a press release was issued by the 
Department making the following comment: 


Farmers in agricultural counties throughout the country are now in position 
to take part in the 1956 acreage reserve programs of the soil bank. 

Reports from the field show that producers in widely scattered areas have 
already signed agreements for program participation. 

Final instructions and regulations have been in the hands of the State and 
county ASC committee system for several days, and they have been able to make 
the necessary local adaptations to start the actual signup. 

“Tam greatly pleased that we have been able to put the soil-bank program into 
operation so promptly,” Secretary of Agriculture Ezra Taft Benson said in com- 
menting on the fact that farmers were already signing agreements. 

“Because the program was authorized so late in the planting season, speed was 
especially important. Many final decisions had to be made on operating detail. 
Many regulations and instructions had to be drawn. Literally millions of copies 
of application forms and other program papers had to be printed and forwarded 
to 3,000 agricultural counties, through State committee offices. 

“It took the finest kind of cooperation by everyone concerned to get the pro- 
gram rolling with so little delay. Participation will be limited this year by the 
lateness of the season, but it is gratifying to know that within this limitation 
farmers will have the fullest possible opportunity to take advantage of the pro- 
gram in 1956.” 

Advance information on soil-bank plans was sent to the field at intervals 
from January, when the President’s message was sent to Congress, until the 
act was finally signed on May 28. On May 31, first announcements were made 
of payment rates and special corn program provisions. These were sent to the 
ASC committees in all States. On June 8, general regulations for the acreage 
reserve were announced and forwarded to the field. Final instructions and 
regulations were sent out on June 17. These were transmitted to all counties 
at once, and most county ASC committees were ready to “do business” on 
acreage reserve applications last week. 

The following June 22 report to Secretary Benson from Dwight W. Meyer, 
chairman of the Iowa State ASC Committee, illustrates the time schedule fol- 
lowed to get the program into operation in typical States: 

“Presentation of the soil-bank program began with a statewide leader training 
meeting held om Friday, June 15. District meetings were held in all eight dis- 
tricts on Monday, June 18. County meetings in each county in the State were 
held during the next 4 days. 

“Tremendous progress has been made during the past week in developing the 
new program. Individual farm yields have been set for practically every farm 
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in the State. Most counties have already started signing acreage reserve agree- 


ments or will be ready to do so by Monday, June 25. Farmers have shown a 
keen interest in this program. 


“The State and county offices have spared no effort in their attempt to 
expedite the program and to explain the details to the farmers of our State.” 


Mr. Reuss. If I may at this point ask Mr. Manwaring about the 
June 4, 1956, Beaver Dam speech of the Secretary which he just 
alluded to, I would like to call your attention to a sentence in the 
paragraph right before the sentence you just read which reads as 
follows: 


We shall have an acreage reserve program on 1956 crops as the law provides, 
although practically all the crops are already planted. 


I take it that sentence was saying that to the extent that there was 
going to be a 1956 acreage reserve program there would be some 
plowing under of existing crops because he says all in one breath 
that we are going to have a program and practically all the crops 
have been planted by June 4. Is that not so? 

Mr. Manwartne. That is so and we did authorize in the program 
the plowing up of the commodity to get in compliance with the 
program. 

In the statement Mr. Naughton read I think we were just express- 
ing pleasure with ourselves for having gotten all the forms out and 
everything in the field in so short a time. I do not think we expressed 
any great glee over the fact that we had to administer a program of 
the kind we were putting out because we knew that in some cases 
we were getting performance that had already taken place. The 
farmer of course had to certify that he did what he did in anticipation 
of the soil bank and we knew there were many cases of that kind be- 
cause this had been discussed since sometime in January and Febru- 
ary. We were just proud of ourselves. 

Mr. Founratn. In a similar vein I believe the Department also 
issued releases on May 29 and 31 and, if there is no objection, we will 
include those in the record so that the entire picture may be received. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, May 29, 1956. 

Secretary of Agriculture Ezra Taft Benson today issued the following state- 
ment with regard to enactment of the farm bill: 

“The Agricultural Act of 1956 was signed today by President Bisenhower. 
This legislation can help farmers by reducing our farm surplus and conserving 
our soil and water resources. I am glad the President signed the bill. 

“We are moving immediately to put the soil-bank program into effect. Instruc- 
tions covering initial procedures have already gone out. The needed contract 
forms and many of the program provisions have already been fully discussed with 
State farmer-committeemen and State office personnel at area meetings. We 
have done as much preliminary work as was legally permissible prior to the sign- 
ing of the act, adapting our work to the many changes that occurred as the soil 
bank moved through the legislative process. 

“We are proceeding with judicious haste, building a sound program that will 
fulfill the purposes of the act and merit approval of farmers and the public 
generally. Details of the program will be made public as rapidly as they can be 
developed. 

“This year, however, will not provide a fair test for the soil bank because the 
legislation was so long delayed. Practically all of the crops are now planted. 
The boost in price supports announced 6 weeks ago was based on the fact that the 
soil bank could not be properly applied to 1956 crops. 

“There are certain provisions in the bill which I would have preferred to see 
omitted, such as the freezing of transitional parity for wheat, corn, and peanuts. 
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“Other provisions, which I had hoped for, have not been included. Among these 
is legislation exempting from marketing quotas those farmers who use for feed, 
seed, and food all the wheat they grow on their farms. 

“On balance, the constructive features of the bill outweigh its undesirable 
provisions.” 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, May 31, 1956. 

Secretary announces rates for 1956 crop soil-bank participation : 

Secretary of Agricu'ture Ezra Taft Benson today announced the national 
average rates which will be used in determining payments which can be earned 
by corn, cotton, wheat, and rice farmers who participate in the 1956 crop soil-bank 
program, after entering into agreements with their local county agricultural 
stabilization and conservation (ASC) committees. Rates for peanuts and tobacco 
will be announced later. 

Under the acreage reserve part of the program, farmers in areas where crops 
are not too far advanced will be able to earn payments in connection with their 
1956 crops of corn, wheat, cotton (both upland and extra long staple), peanuts, 
rice, and most types of tobacco. They can qualify for the payments by putting 
land into the acreage reserve, and thus reducing their acreage of the crop below 
the established allotment (or base acreage in the case of corn) for the farm. 

“The rates and conditions we are announcing today apply to 1956 production 
only,” said Secretary Benson in discussing the announcement. “It is so late in 
the season that we are moving with all possible speed to make the soil bank 
available for those farmers who can participate this year, in line with the ex- 
pressed intent of Congress. In a sense, we are going to the field with a special 
program designed to meet the time emergency. Before next year’s crops are 
planted, including fall seeding of grain this year, we will have an opportunity 
to review and study all provisions in more detail. Such changes as are found 
to be desirable will be made and announced before the 1957 soil bank is underway. 

“T should like to caution farmers on one point. No producer should go ahead 
with action to participate in the soil bank until he has checked with his local 
county ASC committee, and entered into an agreement with the committee regard- 
ing the practices he is to carry out. The lack of time to get more complete in- 
formation into farm areas makes this especially important. We will get in- 
structions to the county committees as rapidly as possible.” 

The payments which farmers can earn for participating in the acreage reserve 
will be determined by multiplying a base unit rate by a yield factor to be 
determined. 

The national average rates for 1956 crops of corn, cotton, wheat, and rice are 
as follows: 


ad tae we ei a ew enon per bushel__ $0.90 
GN Ares es es ea ean. cm dea bbs we per pound__ . 15 
TOE es srs aa ae os anpstdontikias we an eis hjes ines eect per bushel__ 1.20 
eed cee. oa i See oS eee are is _._per hundredweight- 2. 25 


Regulations are being completed for the conservation reserve but are not ready 
for release. The acreage reserve for 1956 crops obviously must take precedence, 
Farmers who participate in the conservation reserve part of the soil-bank pro- 
gram can earn two types of payment. The first will be a payment to cover a 
major part of the cost, including labor, of establishing a conservation practice. 
The second will be an annual payment during the period of the individual con- 
servation reserve agreement. The annual conservation reserve payments will 
average out nationally at about $10 an acre. 


Mr. Fountatn. As I understand it the primary purpose or pur- 
poses of the Soil Bank Act was to protect farm income and conserve 
soil and water resources by reducing production. Is that right? 

Mr. Dogcerr. That is correct. 

Mr. Fountaty. The Department did not believe that Congress in- 
tended—and I believe Mr. Benson pointed that out in one of his 


speeches—the soil bank to be a dole or free crop insurance program. 
Mr. Dogcetr. That is correct. 
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Mr. HorrMan. You say to protect farm income. You mean to hold 
it at a prior level ? 

Mr. Fountain. To keep it up I would assume. 

Mr. Horrman. What is the difference between that kind of program 
and a dole program? The farmer gets the money just the same, does 
he not ? 

Mr. Founvarn. Will you comment on that, Mr. Manwaring? 

Mr. Manwarinea. As I understand there was a little difference in 
the intent of the Congress and certainly in our intent in administering 
it and that was that we would get a reduction in the acreage planted 
to crops, thus a reduction in production, the hope being in fact that 
if there was not as much production as otherwise it would help pro- 
tect farm income. 

In other words, there was a contribution made by the farmer in the 
shrinking of the agricultural plant to the income problem. 

Mr. Horrman. The purpose was to give the man who had grown 
corn the year before, just as much income the next year or the pres- 
ent year, was it not? You were going to keep his income up? 

Mr. Micuex. Would the gentleman yield on that? My interpre- 
tation of what the Secretary wanted and what I think most of us 
wanted was the fact that the emphasis should be on reducing the sur- 
plus. In other words, reducing the productive base, and of course 
giving the farmer enough in the transition period so that his income 
would not fall to such a degree as to put him out of business but rather 
to keep him in business, an orderly transition to a lower productive 
base which in the free-enterprise system eventually would result in 
higher prices per bushel again with fewer bushels in storage. 

Mr. Manwartne. Yes, but there was no intent so far as I can remem- 
ber to specifically say we will hold any group’s income exactly as it 
was before. ‘There was an intent, as you say, to tide him over the 
time during which he would have to make this adjust ment. 

Mr. Meyer had a comment if it is appropriate. 

Mr. Horrman. Before you get through with that, the intent you 
said—TI assume it is true—was to keep the farmer’s income at what 
the figure had been in previous years. That was the broad overall 
purpose, was it not / 

Mr. Founrarn. And to reduce production of surplus commodities. 

Mr. Micnet. I would say that was the secondary consideration. 
The first consideration is reducing the surplus. 

Mr. Horrman. That is the reason. Mr. Chairman, the purpose 
you said—if I do not quote it right correct it now, before we go 
further—one of the purposes at least was to protect his income. 

You meant by that that in subsequent years he was to get practically 
the same as he got in previous years for his farm ope ration, was it not? 

Mr. Fountarn. And to conserve soil and water resources by re- 
ducing produc = 

Mr. Horrman. I donot want that in this question. 

Mr. Founratn. Mr. Meyer, will you answer Mr. Hoffman’s question ? 

Mr. Meyer. Could I make a statement? 

Mr. Horrman. You may make a comment but that is the basic 
question. It is on the record that one purpose was to keep the farmer's 
income, to protect it, which meant to keep it up. 
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Mr. Meyer. I think we cannot differ too much with that statement. 

Mr. Horrman. You cannot differ at all, can you? 

Mr. Meyer. I think it is substantially correct. My interpretation of 
the appropriation of the funds to be used for soil-bank payments was 
to provide a farmer a payment about equivalent to his net income had 
he produced the crop that he would not plant the crop and contribute 
to further surpluses that we had in storage. 

Mr. Horrman. In return for the proposition that he was to have 
practically the same income as he had been earning before, he was to 
cut off production to some extent. 

Mr. Meyer. Take his land out of production, set it aside, idle it 
and keep it from deteriorating. 

Mr. Horrman. And to give him practically the same amount of 
money, you give him the same amount of money if he would do less 
work, that is, plant not as much corn. 

Mr. Meyer. We need this qualification in there, that part of the cost 
of producing a crop is a man’s labor and he ought not to have the same 
income for not doing anything that he would have had if he produced 
a crop. 

Mr. Horrman. You made him do what ? 

Mr. Meyer. We paid him an amount equivalent to what his net 
income would be, including in it his labor for the cost of production. 

Mr. Horrman. And in return he did what for the Government, 
farmed less acreage ? 

Mr. Meyer. Took his land out of production. 

Mr. Horrman. It took usalongtime. That is all. 

Mr. Fountatrn. In that connection, as I understand it, on August 
25 Secretary Benson said in a speech at Hershey, Pa., that the soil 
bank “must be made to work. It must not be degenerated by politica] 
pressure into mere crop-insurance or a drought-relief scheme for which 
it was not intended and thereby fail in its more important purpose of 
surplus reduction.” 

The Secretary repeated this phrase word for word in a speech at 
Constantine, Mich., on August 28. That is, Mr. Benson said it must 
not be degenerated by political pressure into mere crop-insurance or 
a drought-relief scheme for which it was not intended and thereby 
fail in its most important purpose of surplus reduction. 

Mr. Horrman. Where did he make that speech ? 

Mr. Founratn. It was made in Hershey, Pa. and the Secretary 
repeated those words in Constantine, Mich., on August 28. 

Mr. Horrman. I heard it there. That is my hometown. A fellow 
there got $7,000 for plowing under his potatoes. 

Mr. Fountarn. As I understand it, the law prescribed three things 
that a producer must do to qualify for an acreage reserve payment. 
First, reduce acreage of the commodity the prescribed percentage 
below his allotment or base acreage; (2) specifically designate the 
acreage so withdrawn; (3) not harvest any crop from his acreage or 
graze it without permission. 

Mr. Doccerr. That is correct. 

Mr. Manwarine. You had a reference I think in there, Mr. Chair- 
man, to a specific percentage, is that the way it was stated? 

Mr. Doacerr. Reduce acreage of the commodity the prescribed per- 
centage below his allotment or base acreage ? 
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Mr. Corrman. Meaning prescribed by the Secretary. The statute 
did not prescribe any limits. It gave the Secretary authority to pre- 
scribe limits. 

Mr. Manwaring. In that we did not prescribe that a man must re- 
duce 10 percent or 15 percent or 20 percent. He chose how far he 
would go down. We did set some limits, maximum beyond which 
he could not go and minimum below which he could not go, just for 
administrative feasibility. We did not want to work with very, very 
small acreages. It would be too expensive. But we did not say you 
must reduce 10 percent or you must reduce 15 percent. He chose how 
far he would go. 

Mr. Founrarn. I might comment that I have a little farm which 
has a small acreage. I went down to check to see what I would get 
under the soil bank program. Including peanuts, which did not 
come under the program, I would have gotten about $2,000 income 
off this little farm. I rented it on a cash rental and received about 
$1,300. I would have made money by being in the soil bank. 

Mr. Horrman. You were lucky you did not have to pay your farmer 
to stay on it. 

Mr. Founrarn. Reserve acreage could include land planted to crops 
prior to the announcement of the program provided that the crop was 
plowed under or clipped to prevent maturing by the deadline set by 
the Secretary, could it not ? 

Mr. Manwartne. Yes, sir. 

Mr. Fountarn. Could you or Mr. Doggett or any other member of 
your group describe for us the base acreage provisions applicable to 
corn and how it affected the soil bank program ¢ 

Mr. Meyer. You are referring to the soil bank corn base, 51 million 
acres permitted for corn. 

Mr. Fountain. That is right. 

Mr. Meyer. Corn allotment for 1956, national allotment, was 43.3 
million-plus, I believe. The Act itself provided for a soil bank corn 
base of 51 million acres for 1956. I assume the basis for establishing 
that figure was that there had never been a minimum under corn acres, 
there had been no minimum corn acre allotments. In wheat we have 
55 million acres, in other commodities the allotments cannot go below 
a minimum figure. 

The Congress agreed that 51 million soil bank corn base acres would 
be I suppose a fair figure to use in relation to other basic crops. 

That is where that figure came from. It came from the Congress. 
It was not a figure that I ever understood was developed in the De- 
partment of Agriculture. Is that right? 

Mr. Corrman. That is right. The Congress directed it be increased 
to 51 million acres. 

Mr. Meyer. It was used because corn allotment figures as the sur- 
pluses increased became lower and lower. I think the allotment figure 
the year before had been some 48 million. I am not exactly sure on 
my figures. Of course, that is still the case as far as corn allotments 
are concerned because there is no minimum figure. 

Mr. Fountain. The Secretary was given, was he not, a considerable 
amount of leeway by the Congress in establishing terms and condi- 
tions of the 1956 acreage reserve program in section 103 (a)? I 
believe I will have Mr. Naughton read that into the record at this 
time. 
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Mr. Naveuton. This is from section 103 (a) of the Soil Bank Act: 

The acreage reserve program may include such terms and conditions, in addi- 
tion to those specifically provided for herein, including provisions relating to 
control of noxious weeds on the reserve acreage, as the Secretary determines 
are desirable to effectuate the purposes of this title and to facilitate the prac- 
tical administration of the acreage reserve program. 

Mr. Founratn. Under the regulations established by the Secretary, 
was it possible for a producer who had already planted his full corn 
allotment to receive a corn payment under the soil bank by plowing 
under acreage planted to other crops ? 

Mr. Manwarrna. Yes, sir; it was in this respect. If the farmer 
had planted his allotment—let us assume he had a 43-acre allotment— 
that would give him a 5l-acre base under the program. If he had 
planted his allotment of corn, he would then be below his base. If 
he designated other acreage—let us say oats or soybeans—designated 
that as the acreage, if he did not harvest the crop from that acreage, 
did not graze it, he would be eligible for payment under the corn 
acreage reserve. 

Mr. Corrman. It should be pointed out that had he not put the 
extra acreage in the soil bank, he would have been entitled to grow it 
in corn. He could have grown 51 acres of corn after the base acreage 
was passed. That would be equivalent to his new allotment. It was 
increased to 51 acres. 

Mr. Horrman. You say if he did not go in 

Mr. Corrman. If he did not put it in the soil bank he could have 
grown it in corn. 

Mr. Horrman. Could he have sold it on the market without 
penalty ? 

Mr. CorrmMan. Yes. 

Mr. Horrman. Why the difference between corn and wheat? 

Mr. CorrmMan. Wheat does have a marketing penalty on it. 

Mr. Horrman. I will say it does. 

Mr. Corrman. Corn does not. 

Mr. Horrman. Why? 

Mr. Manwaring. The law provides a marketing penalty for wheat 
but not for corn. 

Mr. Horrman. Who advocated that distinction ? 

Mr. Manwarrne. It has been there for years. 

Mr. Horrman. That is discrimination. 

Mr. Manwarrne. It has been there for years and years. An acre- 
age allotment on corn, a marketing quota on wheat, and the other basic 
commodities. 

Mr. Micuen. The difference between wheat and corn is that there 
was a minimum on wheat where there has never been a minimum on 
corn. 

Mr. Manwanrtine. That is right. 

Mr. Horrman. What is the basic historical reason for the discrimi- 
nation between the production of wheat and corn ? 

Mr. Corrman. The position has always been 

Mr. Horrman. I know what it has always been but why? 

Mr. Corrman. That it is impossible to carry out a program of mar- 
keting penalties on corn. 

Mr. Horrman. Why? 
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Mr. Corrman. Because corn is not marketed. It is fed on the farm. 
Wheat is marketed, penalties are collected in the market. The posi- 
tion has been that it is well nigh impossible to try to enforce penalties 
on corn that is fed on the farm. 

Mr. Horrman. You mean the extent of the marketing is different 
because corn has always been marketed. 

Mr. Corrman. A great portion of it is fed on the farm. 

Mr. Ponp. Only about 15 percent is marketed on the average. 

Mr. Horrman. I know we have bought and sold corn. 

Mr. Micuen. Few people realize 85 percent of it is fed on the farm 
and only 15 percent goes into cereals et cetera. 

Mr. Founrary. A lot depends on the market price as to whether 
they feed or sell it. 

Mr. Doccrerr. Not very much. 

Mr. Micuex. It does make some difference. 

Mr. Doccerr. Over the years it will be very close to 15 percent. It 
makes no difference about the price. 

Mr. Horrman. Assuming I own a hundred acres of land and I have 
been growing corn on 30 acres of it, can I get anything out of this if 
I did not plant the 30 acres or plow it under? How ‘do I get some- 
thing out of it ? 

Mr. Meyer. Are you in a commercial-corn area ? 

Mr. Horrman. In Michigan. 

Mr. Meyer. Not all counties in Michigan are in the commercial- 
cornarea. Is your county in it? 

Mr. Horrman. I do not know. 

Mr. Meyer. Do you have an allotment? 

Mr. Horrman. I do not think so. 

Mr. Meyer. You are probably not in the commercial-corn area. 
Without an allotment you could not participate. 

Mr. Horrman. Why discriminate against me ? 

Mr. Meyer. The acreage-reserve program applied only to farmers 
who had specific crop allotments of the basic crops and when they 

reduced their planting below those allotments they received payment. 

Mr. Horrman. Can a man feed all his wheat on his farm ? 

Mr. Manwartnc. He can if he complies with his allotment. 

Mr. HorrmMan. Suppose he plants 40 acres of wheat and feeds it to 
his cattle? 

Mr. Manwartne. He has a penalty if he exceeds his allotment. 

If he has 30 acres and he signs up in the feed wheat program 

Mr. Horrman. Suppose he does not sign up. 

Mr. Manwartne. He is subject to a penalty for every acre above 
his allotment if he grows it and feeds it to his family. 

Mr. Horrman. Whether he signs up or not? 

Mr. Manwartinc. It makes no difference. 

Mr. Horrman. There you have the discrimination between wheat 
and corn. 

Mr. Micner. The discrimination against us corn growers is the 
fact that with the high pegged up price supports, we are encouraging 
marginal and submarginal producers to the extent that now we have 
over 900 counties considered to be in the commercial-corn area where- 
as years ago it was only 200 or 300 counties. 

Mr. Manwartne. More will come in this year if it continues. 
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Mr. Micue.. The people who before were growing wheat, cotton, 
rice, tobacco, and peanuts are now growing corn where they have no 
business growing corn. 

Mr. Naventon. Mr. Manwaring, if a producer had a corn allot- 
ment of 43 acres which he had planted prior to passage of the Soil 
Bank Act, I think it is clear that after passage of the Soil Bank Act 
he could have put approximately 8 acres in the soil-bank program 
and also have qualified for price supports on his corn production. 

Mr. Manwarine. Yes. 

Mr. Navueuton. If instead of putting 8 acres in the soil bank, he 
had planted an additional 8 acres of corn after May 28, could he then 
have qualified for price supports on his entire corn production ? 

Mr. Corrman. He could put it into conservation reserve. He had 
his choice. 

Mr. Doccerr. If he planted the 8 acres. 

Mr. Corrman. He had his choice of either putting 8 acres in the 
acreage reserve or going into the conservation reserve which did not 
involve reducing his corn. He had an option. He was required to 
participate in the soil bank by 15 percent, which means 8 acres, but he 
had his option whether to go in the acreage-reserve program and re- 
duce the corn or grow the corn and go into conservation reserve to 
qualify for price support. 

Mr. Navecuton. Suppose he did not go into the acreage reserve or 
the conservation-reserve program, he simply planted 8 additional 
acres of corn and made no other change in plans? 

Mr. CorrMan. He lost price support. 

Mr. Meyer. Unless he disposed of some of that corn. 

Mr. Naveunton. He could grow only 43 acres of corn and qualify 
for price support unless he fulfilled another condition by going into 
the conservation reserve ? 

Mr. Meyer. That is right. 

Mr. Fountarn. The law provided, did it not, that a producer must 
comply with the acreage allotments or corn base acreage on basic 
commodities in order to be eligible to receive payment ? 

Mr. Corrman. On any soil bank, yes. 

Mr. Founratn. Section 114 of the act. 

Mr. Corrman. That is right. 

Mr. Fountain. Is it true the law also provided that payment should 
be made after the Secretary determined that it was due upon the 
certification of the claimant that he had complied with all requirements 
for such payments ? 

Mr. Corrman. No, sir. 

Mr. Fountarn. What does section 116 say in that connection ? 

Mr. Micuet. Would you repeat that question, please ? 

Mr. Fountarn. Is it true that the law provided that payments should 
be made after the Secretary determined it was due upon the certifica- 
tion of the claimant that he had complied with all requirements for 
payment ? 

Mr. Corrman. The answer was “No.” 

Mr. Naveuton. Section 116 relates to certificate of claimant: 

Subject to the provisions of section 105 (b), payment or compensation author- 
ized by this title may be made upon the certificate of the claimant, in such form 
as the Secretary may prescribe, that he has complied with all requirements for 


such payment and the statements and information contained in the application 
for payment are correct and true, to the best of his knowledge and belief. 
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Mr. Corrman. You say it may be paid. It does not say it cannot be 
paid until then. There is a difference in the question. 

Mr. Fountarn. I said should be paid after the Secretary 

Mr. Corrman. It does not say that. This has a whole legislative 
history behind it. This started out with the conservation reserve part 
of the act authorizing the Secretary, not requiring him, but authorizing 
him to accept a certificate and not wait to check perfor mance. 

Now if you will recall, after the veto of H. R. 12, a proposal was 
made by the President, I believe in his television speech, to authorize 
advance payments on the soil bank. 


That particular provision was not accepted but the House then came 
back and amended the Soil Bank Act, and what this exception refers 
to was to the fact that under the acreage reserve as soon as you go out 
there and determine that a man has reduced his crop then you “make 
him a payment, whereas, the provision which you read under the con- 
servation reserve simply authorized at that time the Secretary, if he 
saw fit, to take a certificate and not check compliance. But the Con- 
cress said no; on the acreage reserve we want you to go out there and 
check the acreage requirements before you make the payments. 


Mr. Navenron. Section 116 is under the general section of the act 
rather than the conservation part. 


Mr. Corrman. That may be true. To that extent I was incorrect. 
If you like, we have had the question raised before, we would be glad 


to insert a statement in the record explaining that whole provision. 
Mr. Founrarn. Very well. 


(The statement referred to follows:) 


The language and legislative history of the Soil Bank Act show that the 
Congress intended that acreage reserve payments were to be made when the 
Secretary had ascertained that a producer had complied with the acreage reduc- 
tion requirements and that it was unnecessary to obtain a certification from the 
producer in such a case. 

The original language of what is now section 116, contained in S. 3183 as 
reported by the Senate Committee on Agriculture and Forestry, was as follows: 

“Payment or compensation authorized by this Act may be made upon the 
certificate of the claimant, in such form as the Secretary may prescribe, that 
he has complied with all requirements for such payments and that the state- 
ments and information contained in the application for payment are correct and 
true, to the best of his knowledge and belief.” 

The committee report states that it was the purpose of such section to author- 
ize the Secretary to provide for payments prior to the end of the year without 
waiting for a check of compliance. On page 12 of that report, it was said: 

“Payment of compensation authorized under the acreage reserve program 
could be made upon the basis of the claimant’s certification that he had com- 
plied with all requirements for such payments. It is intended by this provi- 
sion to authorize the Secretary to provide for payments prior to the end of a 
program year and without -waiting for a check of compliance. The producer 
would, of course, be expected to agree to refrain from any action which would 
result in his not being in compliance at the end of the program year” (S. Rept. 
1484, 84th Cong., 2d sess. (1956) ). 

It is clear from the language of section 116 and from the explanation of this 
section by the committee’s report that such section does not require the Secre- 
tary to obtain a certification but constitutes discretionary authority to make 
payment on the basis of a certification rather than on the basis of an actual 
check of compliance. 

In order to limit the Secretary’s authority under the foregoing section to 
make payments on the basis of a certification without waiting for a check of 
compliance in the case of the acreage reserve part of the soil bank, the confer- 
ence committee added a new provision (the forerunner of the present sec. 105), 
which read as follows: 
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“No compensation shall be paid to any producer for participating in the acre- 
age reserve program for any year until the Secretary has ascertained that such 
producer has complied with the acreage reduction requirements of such program 
for such year.” 

Section 116 was also amended to make it “Subject to the provisions of section 
105.” 

The conference committee, in other words, rejected in the case of the acreage 
reserve part of the soil bank the provision which would have authorized the 
Secretary to make payment upon certification and required that the Secretary 
should instead check compliance before making payment. 

The President vetoed H.R. 12 because of provisions in it other than the soil- 
bank provisions, and urged Congress to pass a straight soil-bank bill as soon 
as possible. In a radio and television talk, he suggested that in order to alleviate 
the adverse effect on the farm income in 1956, authority be included for making 
advance payments under the soil bank. 

On April 27, 1956, Congressman Cooley introduced H. R. 10875, containing 
sections 105 (b) and 116 with language identical to that in the vetoed H. R. 12. 

On May 3, 1956, Mr. Cooley, fearful that section 116 might be interpreted to 
mean that acreage reserve payments could not be made until the producer had 
certified, at the end of the program year, that he had complied with all the 
requirements for payment, introduced an amendment changing the language of 
section 105 (b) to its present form which reads as follows: 

“Compensation shall be paid to any producer for participating in the acreage 
reserve program for any year including 1956 when the Secretary has ascertained 
that such producer has complied with the acreage reduction requirements of such 
program for such year.” 

In the course of debate on his amendment, Mr. Cooley said: 

“Under this proposition, if a cotton farmer wants to retire 10 acres of cotton 
he can announce it next week, and when cotton planting time is over, which is 
only a short time away, he can be checked for compliance. When the Secretary 
through his agents finds that the man has actually reduced his acreage 10 acres, 
they give him his marketing card to sell his cotton, and they can give him soil- 
bank check right then. 

* * * * * o * 


“That means that the farmer will get these checks in July, August, September, 
and all through the rest of the year (daily edition, 102 Congressional Record 
6654 (May 3, 1956) ). 


* * * * * * * 


“Mr. Chairman, may I say that this amendment will put into operation the 
soil bank in the good year 1956, as it clearly states, if the Secretary determines or 
when he determines the producer has complied with the acreage reduction require- 
ments. He can pay the full amount of money that is due from the soil bank. He 
does not have to wait for 6 or 12 months. Just as soon as he determines that 
the acreage requirements have been complied with, he can pay the farmer” 
(daily edition, 102 Congressional Record 6661). 

During the debate, Congressman Poage added: 

“T hope I can point out why it is necessary to put the Cooley amendment in 
this bill. If you will refer to the bill, you will find that the Cooley amendment 
relates to section (b) on page 11 and specifically says in positive words that the 
Secretary shall make payment in 1956 for compliance with the soil-bank pro- 
visions this year, and that the payment shall be made as soon as compliance is 
determined. Compliance is ordinarily determined along in July and August. 
We now have to go through with the procedure of compliance. You cannot sell 
your allotted crops until you have shown compliance, 

“Now if you will look over on page 25 of the bill, you will find there is another 
section, section 116, which section has not been amended * * * and section 116 
provides that, ‘Subject to the provisions of section 105,’ and that is the section 
to which the Cooley amendment relates. This section 116 provides that the 
claimant must certify that he has complied not with the acreage requirements 
but with all the requirements for such payment * * *, 

“Now to comply with all of the requirements, you have got to let the full 
term of the contract expire before making any payments because the contract 
provides that there shall not be any use of the land during that period of time. 
Consequently, the Secretary cannot, under the terms of section 116, make pay- 
ments contemplated in section 105 unless you amend section 105. He can then 
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do it, because section 116 is predicated on section 105 and says ‘Subject to the 
provisions of section 105.’ Consequently, you would require the Cooley amend- 
ment in order to make applicable the things in section 116 that the gentleman 
front Kansas assumed would be taken care of at some future date but which 
have not been taken care of and are taken care of by the Cooley amendment” 
(daily edition, 102 Congressional Record 6656 (May 3, 1956) ). 

Thus, it can be seen that the purpose of the Cooley amendment was to make it 
mandatory that acreage reserve payments be made as soon as it has been 
ascertained that the producer has complied with the acreage reduction require- 
ments of the program. 


From the foregoing, it is clear that Congress intended that acreage reserve 
payments should be made on the basis of an actual check of compliance with the 
acreage reduction requirements, and that it is unnecessary to obtain a certification 
from the producer. 

Mr. Naveuton. Did the Department, before making payments to 
producers under the acreage reserve program, require that the pro- 
ducer sign a certificate to the effect that to the best of his knowledge he 
had complied with the conditions of the acreage reserve program 4 

Mr. Corrman. No. 

Mr. Navueuron. You did not require the producer to say he had 
complied ? 

Mr. CorrMan. No; in those words, no. 

Mr. Naucuron. Did you in any other words ? 

Mr. Corrman. Yes, we required certificates to certain matters as to 
grazing and the fact that he had underplanted because of bad weather 
or that he had underplanted because he anticipated the soil-bank pro- 
gram. We did have certificates but not in the words you used. 

Mr. Navucuron. Aside from those special circumstances as a gen- 
eral proposition the producer did not have to certify he had complied 
with the program to receive payment. 

Mr. Corrman. The moment he received payment he did sign a cer- 
tificate that, “I hereby certify that this money is properly due and 
owing to me.” The moment he got payment he signed a certificate, 
but not before. 

Mr. Naveuton. That is a general provision contained in all Federal 
vouchers, is it not, that the money is due and owing? 

Mr. Corrman. It is in this voucher. We prepared one on this. 

Mr. Manwartinc. We should point out this, though : That he was not 
paid until we had ascertained that he had performed in accordance 
with the contract except for those certifications with respect to graz- 
ing and soon. We checked the acreage, we checked to see what was 
on it, to see that he had complied with the contract with respect to the 
designated acreage. Although we did not take his certification we did 
determine performance. 

Mr. Fountarn. At this point I might read into the record section 
123 of the act which provides: 

Any producer who knowingly and willfully grazes or harvests any crop from 
any acreage in violation of a contract entered into under section 103 or 107 shall 
be subject to a civil penalty equal to 50 percent of the compensation payable for 
compliance with such contract for the year in which the violation occurs. Such 
penalty shall be in addition to any amounts required to be forfeited or refunded 
under the provisions of such contract and shall be recoverable in a civil suit 
brought in the name of the United States. 

Would you care to comment upon that section ? 

Mr. Meyer. We have operated under that from the start. When we 
paid a man during the crop year he was told and understood that he 
was expected to perform under his contract for the year for which 
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it was in force; that if he violated it by grazing the land later in the 
season or taking a crop off it he would be asked and have to refund 
his payment. We have had a few isolated cases where that has been 
the problem, but not very much. 

Mr. Fountain. Inasmuch as it was apparent some time before May 
28, 1956, that there would probably be an acreage reserve program 
established for 1956 spring-planted crops, did the Department of 
Agriculture make any advance preparation for this eventuality and, 
if so, will one of you describe what that preparation consisted of? 

Mr. Dogeerr. I think, Mr. Chairman, we started early in January, 
if not before that, doing some preliminary work trying to determine 
how we would establish rates. Since this was to go down to the indi- 
vidual farm, preliminary work was done, consultation was had with 
the States as to their ideas as to where the rates should be established. 

It was our thinking, as Mr. Meyer mentioned, that we should estab- 
lish a rate that would compensate a farmer for his net income. In 
other words, you would subtract from the estimated average gross his 
cost of production or the costs of production that he would not have to 
bear under this program. He would still have to pay taxes and so on, 
but he would rot have planting costs. 

We started in on a very limited basis, of course, to establish that in 
general. 

Mr. Fountarn. You began a preliminary educational program, too, 
IT assume. 

Mr. Manwarinc. Not very much. 

Mr. Fountarn. Youcould not be very definite. 

Mr. Manwarrna. No, sir, because there was not much information 
you could give except to keep State committees—and we did not even 
attempt to keep county committees—informed of the progress of the 
work. We kept State committees informed of what was going on in 
the Congress as best we could but we did not attempt to do any educa- 
tional work prior to the passage of this legislation and the determina- 
tion of the provisions of the program. We just could not do that. 
Otherwise, we would have to then get out of their minds inaccuracies 
before we could put the accurate information in. 

Mr. Fountatn. After the passage of the 1956 acreage reserve pro- 
gram I wonder if you would describe for the record just what steps 
the Department took to see that its State and local committees and, 
through them, the farmers were promptly given accurate information 
about the terms and conditions of the program. 

Mr. Manwarrnc. I think perhaps we could proceed this way: We 
first held a series of meetings throughout the country, each meeting 
attended by representatives of the State ASC committee, by the person 
who would be charged with the responsibility of following the details 
of the soil bank program, and by the State administrative officer. 

We went over thoroughly the provisions of the program, we asked 
them to make comments on some of the limitations we had put on it, 
and we attempted at that meeting to thoroughly acquaint them with 
all of the provisions of the program so that they could go back then 
and begin that work in their individual States. 

Each State thereafter held in most cases district meetings of the 
same types of people from the counties. 

Mr. Founrarn. How soon thereafter ? 
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Mr. Manwartna. It would vary somewhat, Mr. Chairman, but 
within the month thereafter. We could give you, I think, the schedule 
of the first State meetings. 

They then held meetings of county committeemen, county office 
employees, county office managers, to get them acquainted with the 
program in just the best way they could. 

I think that was done in most States. 


(The Department later submitted the following additional infor- 
mation :) 


AREA MEETINGS HELD RE 1956 ACREAGE RESERVE PROGRAM 


Northeast area : 
April 2 and 3: New York City—Discussed proposed soil-bank legislation. 
June 6 and 7: New York City—Quarterly meeting, devoted one-half day to 
soil bank, discussed provisions, policies, and administration of soil bank. 
June 20: Meeting of seven States in Washington. 
June 18: Springfield, Mass. (Massachusetts and Connecticut). 
Southeast area: 


June 13, 14 and 15: Southeast area conference at West Palm Beach, Fla. 
Midwest area 

June 14: Illinois and Wisconsin at Chicago. 

June 15: lowa and Missouri at Des Moines. 

June 18: Indiana and Kentucky at Indianapolis. 

June 19: Ohio and Michigan at Columbus. 
Northwest area: 

June 13 and 14: Minnesota and North Dakota. 

June 14and 15: Idaho and Oregon. 

June 15 and 16: Nebraska and South Dakota. 

June 18 and 19: Washington and Wyoming. 

June 21 and 22: Montana. 
Southwest area: 

June 13: Texas, California, and Nevada. 

June 15: Oklahoma and Arizona. 

June 17 and 18: Kansas. 

June 18: Utah. 

June 20: New Mexico, Colorado. 


Mr. Founratn. Do you think your people did an adequate job in 
disseminating this information ? 

Mr. Manwarrna. By and large I think we did. In the short time 
we had they did, I think, a good job in getting the information from 
the State to the county employ ees. We did have a problem in getting 
the information clearly to all farmers that wanted to participate. In 
the short time we had it was difficult to get that completely done. 

Mr. Founrarn. Each farmer had a responsibility, did he not, to 
go tothe ASC office and get the information ? 

Mr. Manwartne. Yes. 

Mr. Meyer. If I might add this, I would point out a little of the 
amount of work that had to be done in getting ready to take this pro- 
gram to the field. 

When the matter of the 51 million acres for corn came into the pic- 
ture instructions had to be prepared on how a farmer could qualify 
and the things we reviewed here a while ago were all parts of that. 

In order to determine the payment rate for each individual farm 
anormal yield for that farm had to be set up. 

There were no Government figures, the Department of Agriculture 
did not have any farm figures. They had a normal yield for the 
State. County rates made up the normal yield for the State. The 
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county committees had to hold meetings and the township committees 
came into the picture and they set a normal yield for each farm which 
would determine the rate of payment. 

That takes a little time to get that all worked out to the township 
level. The first area meeting - was held in Des Moines, Iowa, on June 
16. That meeting was conducted on the basis of tentative instructions. 

Mr. Micuen. Bear ing in mind that the bill did not pass the Senate 
until May 22 and signed by the President May 28. 

Mr. Ponp. June 15, according to the press release. 

Mr. Meyer. I am off 1 day. That meeting was for the States of 
Iowa and Missouri. The people in that meeting had to go hold dis- 
trict and county meetings and the township committees had to pro- 
ceed with the matter of setting individual farm yields, which takes 
some time. 

Mr. Founrarn. In addition to your statement, Mr. Manwaring, 
that by and large the Department did a good job of disseminating 
information, I believe we included in the record some of the state- 
ments made in June and July of 1956, indicating that a fine job had 
been done in getting the information out. 

Mr. Manwarine. Of getting the forms ready, getting the pro- 
cedures written and getting the information to the county committees 
and the county office employees. 

Mr. Fountatn. Because they in turn had their responsibility to 
inform the farmers. 

Mr. Manwarine. That is right. 

Mr. Horrman. Mr. Chairman. 

Mr. Founrarn. Mr. Hoffman. 

Mr. Horrman. I noticed in reading that statement prepared by 
counsel that the Secretary said the farmers had been either misin- 
formed, or not misinformed, but misunderstood the provisions. 

This testimony they are giving is to show that they have all the 
facts? 

Mr. Founrarn. I think later on, in order to make the story clear 
questions will be propounded indicating that the Secretary made the 
statement in substance that there was no reason for any misunder- 
standing, did he not? 

Mr. Horrman. I believe the Secretary made a determination of a 
relatively small number. 

Mr. Founrarn. That a relatively small number of farmers mis- 
understood the program requirements. 

Mr. Horrman. Thank you. 

Mr. Fountain. I wonder if one of you would give us a breakdown 
of the extent of participation in the 1956 acreage reserve program 
showing the number of agreements for each commodity, and the 
maximum reserve acres and the maximum compensation. I think we 
have that information but I thought if you have it available we might 
have you state it for the record. 

Mr. Meyer. We have it here. This is a report dated January 17, 
1957. Number of agreements for corn, and that is what you want? 

Mr. Fountain. Yes. 

Mr. Meyer. 314,761. 

Mr. Fountarn. That was for corn. 

Mr. Meyer. That is for corn. 
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For wheat, 110,974. That year we had peanuts, 5,310; rice, 1,117. 
. Founrarn. You are giving the number of agreements? 

Mr. Meyer. Number of agreements. 

Cotton, 95,669, and then we have a number of different types of 
tobacco agreements. I would like to give you the summary figure 
for tobacco, total. That is 20,093. That is agreements. 

Mr. Founrarn. Give us the maximum reserve acres for each com- 
modity, if you will. 

Mr. Meyer. Do you want the acres now, too? 

Mr. Fountarn. Yes. 

Mr. Meyer. This report also shows that there was 5,315,578 acres 
of corn placed under agreement; wheat, 5,670,441; peanuts, 44,000; 
rice, 28,162 ; cotton, 1,121,151, and tobacco 32,502. 

Mr. Fountain. What was the maximum compensation for corn in 
1956 ? 

Mr. Meyer. Compensation: Corn, $179,664,064. 

Mr. Founrarn. Did you actually pay out that amount ? 

Mr. Meyer. No. 

Mr. Fountain. How much did you actually pay out on the corn 
acreage ? 

Mr. Meyer. I will give you disbursements on that, too. 

On corn, the disbursements were $170,169,572.84. That is through 
June 30, 1958. That figure could change a little, because we had 
some cases pending that may not have been decided. It is possible 
that under this new act that will let us go back and reimburse the 
fellows who did not qualify, which could properly be charged against 
corn, with a slight addition. 

Mr. Fountain. I wonder if you would give us similar figures for 
actual payments on the other commodities? It would be all right 
if we just insert those in the record. 

Mr. Meyer. That would be the quickest way to do it, unless you 
want them read off. Wecan submit those to you later. 

Mr. Founrtarn. Please submit them and we will put them in the 
record. 

(The information supplied follows :) 
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Mr. Founrarn. Is it true that the bulk of soil-bank payments in 
1956 were made in a relatively few States? 

Mr. Meyer. We can also give you those figures by States by com- 
modities, if you would like to have them. 

Mr. Fountain. All right. 

Mr. Horrman. May I ask, did Michigan get anything ? 

Mr. Meyer. Yes. Michigan got $3,488,928 for corn. That is for 
corn only. Wheat was $49,047.59. 

Mr. Horrman. What bothers me, Mr. Chairman, is that I cannot 
figure out why, living in Michigan, I cannot get anything out of this, 
while anybody living in Pennsylvania, for example, can. Is there any 
point to that, or is there not? 

Mr. Manwarine. That is not quite true, Mr. Hoffman. There are 
commercial corn areas in Pennsylvania, too, in accordance with the 
law. We have a specific formula by which a county is included as a 
commercial corn county, which we must follow and which we do follow 
in determining a commercial corn county. 

Now, if you are outside a commercial corn county, you are eligible 
for price support without compliance with acreage allotments. If 
you are inside the commercial corn county, you must comply with 
your allotment in order to be eligible for price support. 

Mr. Horrman. Why do you have a commercial basis of allotment ? 

Mr. Manwarrinec. The reason I think the Congress prescribed that 
we should have commercial corn counties is that they assumed there 
were certain areas where corn was important commercially, and where 
the farmer grew corn as a major cash income, and where it, therefore, 
would be feasible to control it and to get some degree of control in 
that area, that to expand the outside area would be too expensive for 
the results you would get out of it. That is the only reason I can give 
you. 

Mr. Founrarn. This was a voluntary program ? 

Mr. Manwarine. Yes. 

Mr. Horrman. Voluntary? The wheat program is not voluntary. 

Mr. Fountarn. The soil-bank program is a voluntary program. 

Mr. Manwaring. In the soil bank, therefore, you could participate 
in the soil bank only if you were in one of these commercial counties, 
and if you were willing to reduce your acreage of corn below the base 
which was established for your farm. It was a definite acreage-reduc- 
tion program, and it was a reduction from the base acreages estab- 
lished for the individual farm. 

Mr. Horrman. The reason why a little fellow could not get in the 
soil bank on the corn business is because he is little. 

Mr. Manwartnea. No. It is because you are in a noncommercial 
corn area. 

Mr. Horrman. My neighbors were a little group. 

Mr. Manwarinea. It may be true, Mr. Hoffman, that because there 
were few of you who grew corn commercially in that county, you were 
not designated as a commercial corn county, and therefore were not 
eligible to participate. 

Mr. Horrman. What do you mean, grew corn commercially? Do 
you mean sold to the market? 

Mr. Manwarrna. Yes, grew it in sufficient quantity to make it a 
major commodity in the county. 
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Mr. Meyer. It is based on production. 

Mr. Manwarine. Based on the acreage in corn and the production 
on that acreage. 

Mr. Horrman. The reason was it was too expensive to get down to 
the smaller groups ? 

Mr. Manwarina. Yes. Too expensive administratively to carry 
out the program for the results you obtained from it, under the allot- 
ment program. That is true. 

Mr. Horrman. You have seen that a Michigan farmer, Stanley 
Yankus, fed his wheat to the chickens. They soaked him and soaked 
him three or four times. They say they must under the law. I cannot 
get my people to understand why it is. That is what I want to explain 
to them, if Ican. I cannot see any reason for it. What is the reason? 

Will you tell me why it is that this man who feeds all his wheat to 
his chickens has to pay a penalty while the other fellows receive a 
payment ? 

Mr. Manwarina. If it is agreeable I will answer that. 

Mr. Fountain. Go right ahead, sir. 

Mr. Manwartine. Again we will have to refer back to the provisions 
of the law and again have to assume what was in the mind of the 
Congress when they passed the legislation. 

Mr. Horrman. Let me interrupt. I do not care anything about 
the provisions of the law. I can read that. I know what the law 
provides, but I want to know why we have that kind of a law. 

Mr. Micuex. Because we made it. 

Mr. Manwarrine. I would like to tell you what the Congress had in 
mind. That is what I am attempting todo. Iam presuming a little 
bit for me to say what the Congress had in mind. 

Mr. Horrman. I presume the Congress acted on the recommenda- 
tions, in part at least, of the Department of Agriculture. 

Mr. Manwarinea. That is probably right, yes, from the wheat farm- 
ers who said wheat isa basiccommodity. Wheat is in difficulty. 

Mr. Horrman. You mean producers of wheat. 

Mr. Manwarina. Yes. They told the Congress that, I presume, 
through the Department, and the Congress said, “Well, we will give 
you some help,” and so they passed legislation under which the farmer 
would agree to reduce his acreage and thus, presumably, his production 
of wheat in exchange for price support. 

Then they made it mandatory that he must reduce it if he grew 
more than 15 acres of wheat, as a provision of the law. They said, 
“They shall apply everywhere over the United States to anybody who 
grows wheat and not only will we make it mandatory that he comply 
with his allotment, if he grows it for sale, we will make it mandatory 
that he comply with his allotment if he grows it for feed, because if 
he grows it for feed we cannot sell it to him for feed, and that is what 
we would like to do.” 

The Secretary has taken the position many times that these small 
farmers who grow the wheat for feed ought to be freed of that restric- 
tion and has so recommended, and there was passed a provision which 
would allow a man who had a small allotment to feed up to 30 acres 
to his livestock and not be subject to a penalty if he came in and said 
that is what he was going to do. The Congress provided a certain 
certificate. 
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There is a difference, I think. The wheat has a definite marketing 
quota, and a penalty for noncompliance, whether you like it or not, 
if a majority, or two-thirds or more of the farmers say, “We want it 
to apply.” 

Mr. Founrtarn. So that the record will be clear, the question which 
Mr. Hoffman asked, and the answer which you have just given, has no 
direct relation to the soil-bank program. 

Mr. Manwarine. No, sir; except that there is a commercial wheat 
area also. 

Mr. Horrman. It isthe same principle. 

Mr. Manwartnea. Which is a fairly limited area—the noncommer- 
cial wheat area is a fairly limited area and those farmers in the non- 
commercial wheat area are not eligible to participate in this program, 
either. If you happen to be in Vermont and you grow wheat you can- 
not get in either. vf you are in Michigan in a noncommercial corn 
county you cannot get in, because the intent of the program was to 
allow those farmers who were subject to limitations to go below those 
limitations and be compensated for that additional reduction. 

Mr. Horrman. Are you an attorney ? 

Mr. CorrmMan. Yes, sir. 

Mr. Horrman. How do you justify this? In Michigan, for exam- 
ple, Yankus grows wheat and he is subject to a penalty because we 
wrote a law, and the farmers voted in June on whether they would 
come under it. Yankus and his group could not vote because they 
did not participate and they did not come in and say they intended to 
participate. 

How do you justify depriving Yankus of a right to vote on a law 
which imposes another penalty on him ? 

Mr. Manwarrnc. Whether he hada right to vote—— 

Mr. Horrman. That is what I am asking about, the right to vote. 

Mr. Manwarine. Whether he has a right to vote or not depends on 
the allotment he has on his farm. If he has an allotment of more than 
15 acres, he has a right to vote at any time. If he has an allotment 
of less than 15 acres, he is not subject to the law, and therefore does 
not have a vote. 

Mr. Horrman. Why cAnnot he vote on some law that taxes him? 

Mr. Manwarrnea. Let me finish. If he will come into the county 
office and say, “Even though I have a 6-acre allotment, which is under 
15, I am going to grow 40 acres this year or 16 acres, which is above 
the 15.” That does make him subject to penalty. If he will come in 
and say, “I am going to grow more than that,” he has the right to vote 
anytime. Hecan come in and tell his county committee that and have 
a ballot if he will tell them. 

Mr. Horrman. You mean he can vote if he tells them he will not 
comply with the law? 

Mr. Manwarrne. Yes, sir. 

Mr. Horrman. That is the first I have ever heard of that. 

Mr. Manwarrna. It has been so right along. If he would go in 
and inquire he would find that out. 

Mr. Horrman. He has inquired a good many times. So has his 
attorney. 

Mr. Manwartna. If he makes a statement to us that he has been in 
and deprived of the right to vote, even though he told the committee 
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he was going to grow more than 15 acres, we will look into the matter 
and we will see that some action is taken that he gets that right, if we 
have to go with him ourselves to do it. 

Mr. Horrman. That is to say, if I have no allotment but I come 
into the local office and tell them I will grow 50 acres of wheat, you 
will let me vote on whether the program should not be adopted ? 

Mr. Manwarrine. Yes, sir; because you will be subject to a penalty 
under those conditions. That has been true continuously. 

Mr. Horrman. That is all. 

Mr. Micuext. Mr. Chairman, we have been referring to the term 

“commercial wheat area.” I think for the record it might be well for 
you to set forth very briefly the criteria that the Department has estab- 
lished for determining whether a county qualifies as a commercial corn 
or commercial wheat ¢ county. 

Mr. Manwarine. We will be glad to dothat. We will supply that, 
and the commercial wheat is by State. It would be easy to do. 

Mr. Corrman. They are both spelled out as to formula in the law. 
We will supply that. 

Mr. Micne.. It is a complicated formula; is it not? 

Mr. Doccerr. It is pretty complicated in the case of farms. It must 
average 450 bushels or more per farm. Basically it is 450. There are 
a lot of gimmicks in it. Basically it is 450 bushels per farm in the 
county ; is that not right? 

Mr. Meyer. An average. 

Mr. Micwen. An average? 

Mr. Doecerr. An average of 450 bushels or more per farm. If you 
are adjoining a commerci: il county you have different rules. It is very 
complicated. In the case of wheat, it is 25,000 bushels per State. 

Mr. Meyer. Would you like to have a ms ip showing those areas also, 
Mr. Chairman? 

Mr. Founrarn. I think that would be good to have in the record. 

(The information referred to follows :) 


PROVISIONS OF LAW FOR EXEMPTING STATES FROM THE COMMERCIAL WHEAT-PRO- 
DUCING AREA 


Section 335 (e) of the Agricultural Adjustment Act of 1938, as amended, 
states: “If, for any marketing year, the acreage allotment for wheat for any State 
is twenty-five thousand acres or less, the Secretary, in order to promote efficient 
administration of this Act and the Agricultural Act of 1949, may designate such 
State as outside the commercial wheat-producing area for such marketing year. 
No farm marketing quota or acreage allotment with respect to wheat under this 
title shall be applicable in such marketing year to any farm in any State so 
designated; and no acreage allotment in any other State shall be increased by 
reason of such designation. Notice of any such designation shall be published in 
the Federal Register.” 
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Tue PRovIsIons oF LAW FOR DETERMINING THE COMMERCIAL CORN-PRODUCING AREA 


Section 301 (b) (4) (A) and (B) of the Agricultural Adjustment Act of 1938, 
as amended, provides: 

“(A) ‘Commercial corn-producing area’ shall include all counties in which the 
average production of corn (excluding corn used as silage) during the ten calen- 
dar years immediately preceding the calendar year for which such area is de- 
termined, after adjustment for abnormal weather conditions, is four hundred 
and fifty bushels or more per farm and four bushels or more for each acre of 
farmland in the county. 

“(B) Whenever prior to February 1 of any calendar year the Secretary has 
reason to believe that any county which is not included in the commercial corn- 
producing area determined pursuant to the provisions of subparagraph (A), but 
which borders upon one of the counties in such area, or that any minor civil di- 
vision in a county bordering on such area, is producing (excluding corn used for 
silage) an average of at least four hundred and fifty bushels of corn per farm 
and an average of at least four bushels for each acre of farmland in the county 
or in the minor civil division, as the case may be, he shall cause immediate in- 
vestigation to be made to determine such fact. If upon the basis of such investi- 
gation, the Secretary finds that such county or minor civil division is likely to 
produce corn in such average amounts during such calendar year, he shall pro- 
claim such determination, and, commencing with such calendar year, such county 
shall be included in the commercial corn-producing area.” 


Mr. Fountain. I believe you have already agreed to give us a break- 
down showing the payment by States. I note counsel’s home State of 
Iowa fared prety well with $54,515,272 in maximum obligations. I 
believe 9 States had more than $10 million in maximum obligations. 
You can supply that for the record, also. 

(Tables showing agreements by States follow :) 
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Mr. Fountarn. What was the final date on which farmers were 
permitted to sign up for the 1956 program? Was it July 27? 

Mr. Doeeerr. July 27. 

Mr. Fountain. What was the earliest date on which agreements 
were signed ? 

Mr. Meyer. I know of one agreement that was signed on June 19. 

Mr. Founrarn. It was certainly after May 28. 

Mr. Meyer. Yes. 

Mr. Founrarn. Did most of the farmers sign up during the early 
part of the signing period, or toward the end? | 

Mr. Meyer. Mostly during the early part. There was a definite 
reason for that. I am talking about corn. In order for the corn 
farmer who had stayed within his allotment, and thereby had qualified 
for this 15 percent reduction, or more, below his base figure, it was 
necessary for him to have land that he could designate as a reserve 
tract from which no crop would be harvested that year. That was 
the problem. When you go out in the latter part of June these acres 
are all planted to something. The farmer that wanted to qualify 
had to have some cropland, and it had to be cropland that he would 
not take a crop off. That meant, in some cases, mowing a crop of 
oats, cutting down some hay, or just leaving it stand or plowing it 
under, or plowing under some soybeans. The choices of eligible land 
at that time of the year were few, and were rapidly decreasing, as 
we moved into the crop year. If the oats were ripe and mature, it 
was too late to dispose of it. It had produced acrop. So that kind of 
land could not become eligible. 

That was the reason why, in some areas particularly, this was 
moved forward in the counties, just as quickly as possible, and con- 
tributed somewhat to some of the misunderstandings that we had 
later on. 

Mr. Fountarn. Would you say that more than half apparently 
signed up after July 15? 

Mr. Meyer. Any figure I could give you would only be a guess. 
I would say probably that half of them may have been signed after 
July 15. I doubt if there were half of them signed after that date. 

Mr. Fountarn. Mr. Naughton, do you have anything on that? 

Mr. Naventon. I have a release from the Department of Agricul- 
ture, July 20, indicating that something more than 4,400,000 acres 
of cropland were signed up for the acreage reserve program by July 
13, which was 2 weeks before the end of the program. Since total 
acreage was somewhat over 12 million, apparently about two-thirds 
of it came in in the last 2 weeks. 

Mr. Meyer. That would be right. 

Mr. Corrman. That was total for all crops? 

Mr. Naventon. Yes. I believe the corn acreage at this time was 
something under 2 million, by July 13. I think total acreage even- 
tually signed up was five and a half. 

Mr. Meyer. Yes. A little over five. 

Mr. Fountarn. Do any of you know what the normal planting 
periods are for corn in the commercial area ? 

Mr. Meyer. We have the dates by States, I think. 

Mr. Doceerr. Would you like to have that put in the record? 

Mr. Founrarn. Yes. If you will give us that we can put it in 
the record. 

(The information referred to faces this page.) 
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Mr. Micue.. The gist of it is that practically all the corn was 
planted by the time we ever got around to doing anything here. 

Mr. Meyer. That is right. 

Mr. Fountain. What date would you expect the bulk of the crop 
to be planted ¢ 

Mr. Meyer. The 20th of June. 

Mr. Navueuron. For corn? 

Mr. Doccerr. You have some areas that corn would not be planted 
in. You have some areas that there would be a little wheat yet to 
be planted, but generally speaking, most of the corn was in by June 
20. 

Mr. Fountain. How soon would it be in in your State, Mr. Naugh- 
ton ¢ 

Mr. Naueuron. I used to think the best planting dates were be- 
tween May 15 and 25. I would judge in Iowa that almost all corn 
would be in by June 1. As a matter of fact, I have here the crop 
production report of June 11, 1956, which indicates that Iowa corn 
was nearly all planted by June 1, “about 5 days later than last year, 
but a week earlier than average.” Apparently the first week in June 
would be the right date. 

Mr. Micuer. Our rule of thumb in a normal year is to have our 
cultivating the third time completed by the 4th of July. 

Mr. Fountain. It is true that most of the farm acreage under the 
soil bank was signed up after the normal date for planting corn? 

Mr. Doaceerr. Yes, as was all the rest—cotton, tobacco, peanuts, 
rice, wheat. 

Mr. Founrarn. Our information indicates that the Department 
originally signed agreements covering some 5.3 million acres on which 
corn payments were to be made. How many of these 5.3 million 
acres represented land on which corn was actually plowed under, 
and how many represented land on which other growing crops were 
plowed under to qualify for corn payments ? 

Mr. Meyer. You have that in the report given by the Iowa office 
recently. Would you like to have me repeat those figures? 

Mr. Fountarn. Yes, if you will. 

Mr. Meyer. Underplantings represented 591,235 acres, corn de- 
stroyed represented 654,631 acres. 

Mr. Naucuron. Mr. Meyer, that is for lowa? 

Mr. Meyer. That is Iowa only. 

Mr. Navueuron. I have a comment from the Secretary which was 
made at a hearing of the House Agriculture Committee on January 
1957, in which the Secretary commented that “the farmers actually 
disked down 1,675,000 acres of growing corn under the program.” 
That would be out of the 5.3 million total corn acres. 

Mr. Meyer. Yes. 

Mr. Founrarn. Did the total participation in the 1956 acreage re- 
serve program, in view of its late start, exceed your original expec- 
tations? 

Mr. Dogcerr. That is a hard one to answer. I think we all antici- 
pated a greater participation by corn than by any other commodity, 
because the act itself made this additional 8 million acres, after plant- 
ing time, as you just pointed out, Mr. Chairman, basically after plant- 
ing time, or by the time we had any specific instructions out there, 
farmers for all practical purposes completed the planting of corn. 
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Here the act provided for an additional 8 million acres. Histor- 
ically, for the years before, corn farmers had not more than half of 
them been participating in the program. That meant that the half 
that had been participating, if you want to be pretty loose with figures, 
had 4 million acres eligible for the corn acreage reserve program that 
was not planted and would be underplanted and hence would get a 
higher rate than much of the destruction that took place in the drought 
area, since those people in the drought area had invested in planting 
and so on. 

They would have second guesses. They would determine whether 
or not it was more advantageous for them to harvest the crop than 
it was to come into the soil bank, whereas if it was underplanted they 
had no investment in the crop. 

Mr. Fountain. Of course, some may have changed their minds 
after they signed the agreements when they saw the crop would be 
a little better than they thought. 

Mr. Doacrerr. We question whether very much of that went on. We 
had a drop in total acreage, out of roughly 5 million, of between 
250,000 and 300,000 acres. ‘That average I don’t think was attributable 
to the fact that the crop was better. That was because they were 
misinformed and did not understand the program. We were going to 
put them in violation, if we continued the contract. 

Mr. Founra1n. I asked if the total participation exceeded your orig- 
inal expectations, because I believe we have some Des Moines Register 
items indicating that only about 15 or 20 million dollars were expected 
to be paid out in Iowa when the soil bank was first authorized, whereas, 
actual payments totaled more than $50 million. 

Mr. Naueuron. We have an article, Mr. Chairman, by J. S. Rus- 
sell, in the Des Moines Sunday Register of June 17, 1956. 

Mr. Fountain. Who is Mr. Russell ? 

Mr. Naueuton. Mr. Russell is the very well informed and well- 
known farm editor of the Register and Tribune. 

It makes the comment that— 

As of June 27, in Iowa, while no one is willing to make more than a guess as 
to when payments may be started and how much may be paid out, some of these 
guesses indicate the total amount in lowa could run as high as $20 million. 
Apparently as of June 17 the informed opinion in Iowa was that the 
soul bank would be much smaller than it eventually wound up in terms 
of payments. 

Mr. Founrarn. In view of the Secretary’s e xpresse -d fears that there 
would not be sufficient participation in the 1957 program, because of 
the late date at which it was authorized, how do you explain the last- 
minute rush to participate, particularly in States like Iowa? 

Mr. Manwartne. I think it came about, Mr. Chairman, because of 
—_ of the act; that is, the fact that there was a difference 
vetween the base and the allotment and that many farmers had com- 
plied with their allotments and were willing to take advantage of 
that provision. 

I think—I don’t know, probably weather had something to do with 
that, too. 

Mr. Founrarn. Mr. Meyer? 

Mr. Meyer. I would add to that, Mr. Chairman, the fact that this 
thing got away to an early start out there. Two weeks later, as I said a 
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while ago, there would have been very little eligible land that could 
have qualified. The fact that it got away to an early start, and there 
was an early season for 1956, in comparison to other States, an early 
signup, contributed more to heavy participation I think than any other 
one thing. 

Mr. Founrarn. It is true that there were rather widespread drought 
conditions in some of the Midwestern States during the months of 
June and July 1956? 

Mr. Meyer. That was true in Iowa, Nebraska and Kansas, Missouri, 
through that area. 

Mr. Founrvarn. Is it also true, as some of the press reports have 
appeared to indicate, that many farmers signed soil-bank agreements 
because they felt they would not get a nor mal crop anyway 4 

Mr. Meyer. I think there may have been some that did that. I 
think that is one place where we got into some problems of mis- 
understanding. 

I think the county office people, the ones who had the responsibility 
of explaining this program to the farmers as they came in, probably 
never fully understood, accepted, or expected to have happen the 
impact of the civil penalty involved in this program. Corn programs. 
up until the soil bank came along, had, of course, always been volun- 
tary. Iam not saying that the soil-bank program is not voluntary, but 
there are no penalties involved in corn production, which the Congress- 
man from Michigan, I think, is keenly aware of. The other program 
that the farmers in that area had currently made use of, such as ACP, 
is another illustration. It is the type of program where a farmer goes 
in and makes a request. If he is approved for the cost sharing, ‘and 
performs under the practice, then he is reimbursed. If he never per- 
forms under it, there is no penalty involved. He is just marked off 
the list. 

Mr. Manwarine. Or if he performs part of it he gets paid for the 
part which he does perform, without penalty. 

Mr. Meyer. That is the background of the experience that farmers 
in that area had, the kind of programs they were used to, and the kind 
of programs the county offices were used to administering. 

Mr. Founrary. I asked that question because Assistant Secretary 
Earl L. Butz said in a speech on October 15, 1956, and I quote: 

It is a known fact that many of the acres which came into the 1956 acreage- 
reserve program would not have produced a full crop had they been carried to 
maturity. 

Mr. Meyer. I think everyone recognized that, and the fact that the 
payments were based on the appraised yield on the specific field that 
was assigned in the acreage reserve, it seems to me gave the tax- 
payer about as much protection as he could possibly cet in the use 
of soil-bank funds. 

Mr. Founrarn. Upon what were acreage-reserve payments based ? 
Was it estimated average yield for the acreage involved multiplied by 
the payment rate for the commodity involved ? 

Mr. Meyer. The normal yield for the farm times the unit rate of 
payment determined the dollars per-acre payment. 

Mr. Doccerr. It was the lesser of two figures, Mr. Chairman. It 
was either this normal rate that Mr. Meyer has quoted, or the ap- 
praised yield, whichever was smaller. 
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Mr. Meyer. I want to be sure that I understood your question. 
You said what was the payment rate based on? 

Mr. Fountain. Yes. 

Mr. Meyer. It was based on the normal yield for land that was 
underplanted, where it wasn’t a question of a crop being in process. 
If there was corn destroyed, the corn that was destroyed, that pay- 
ment was based, like Mr. Doggett said, on either the lower of the ap- 
praised yield or the normal y ield. 

Mr. Founrarn. In other words, in instances where crops were 
placed in the soil bank at a time when they already had been ad- 
versely affected by drought conditions, did the regulations call for the 
soil-bank payment to be based upon a normal yield for the land, or 
upon an actual appraisal of the estimated yield, based upon current 
crop conditions. 

Mr. Corrman. Whichever is less. 

Mr. Founrarn. I believe section 485.117 (c) provides that where 
the crop is subnormal the yield factor shall be the appraised yield 
‘rather than the normal ae 

Mr. CorrMan. Yes, sir. 

Mr. Fountatn. Do you have any figures showing the percentage 
of the 12 million acres placed under the 1956 acreage-reserve program 
that was in drought-disaster areas ? 

Mr. Meyer. I don’t believe we have. 

Mr. Fountain. Maybe I can supply that. I am not sure it is cor- 
rect but the information given the House Agriculture Committee 
in January 1957, on page 64 of the hearings, said the figure was 8.2 
million acres. Does that sound about correct ? 

Mr. Manwartne. We would have to check that, Mr. Chairman, to 
make sure. 

(The Department later advised that the figure of 8.2 million acres 
was correct. ) 

Mr. Fountarn. Whose testimony was that, Mr. Naughton? 

Mr. Navuenton. It was testimony of Assistant Secretary McLain, 
and information furnished by the Department as to the 1956 soil- 
bank acreage reserve acres eligible for grazing due to drought, showed 
that there were a total of 8,204,135 acres in some 700 counties. 

Mr. Manwarine. Those were, I presume, the 700 designated 
drought counties we had at that time. 

Mr. Navucutron. Yes, apparently about two-thirds of the reserve 
acres. 

Mr. Manwarine. Some acres were designated by drought which 
were not designated as drought counties under that program. 

Mr. Navueuron. Certainly at least 8.2 million acres of the acreage 
reserve were affected by drought and in all probability that was not 
serious enough to make it a drought area. 

Mr. Fountarn. In all those cases where the crops had been affected 
by the drought, did the county committees make actual physical ap- 
praisal of growing crops on acreage-reserve lands at the time of the 
signup, or were there instances in which this was not done? 

Mr. Manwarinea. Congressman, by and large they attempted to 
do that in all cases where the commodity itself was being destroyed, 
or being reduced. I would hesitate to say that they did it in every 
instance because, after all, there were a lot of farmers involved and a 
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lot of county committees, but in general I am safe in saying that it 

was done, and that there would be few instances where it was not. 

‘ Mr. Fountarn. What method was used to determine the yield 
actor ? 

Mr. Manwartne. By and large they used the county committeemen, 
people who knew yields in that area and who went and looked at the 
crop and appraised the yield on the farm as best they could, taking 
into consideration what everybody else had, what they had had in past 
years, what the crop looked like compared with what they considered 
to be normal. 

Mr. Fountatn. This was an extensive practice ? 

Mr. Manwarinea. Yes, sir. 

Mr. Micnuer. Mr. Chairman. 

Mr. Fountarn. Mr. Michel. 

Mr. Micue.. Of course the individual county committee members 
did not go much beyond considering each individual farm and letting 
it go at that time. I am thinking in terms now of attempting to go 
into a farmer’s individual field. You know that in rolling land, for 
instance, you can have a spread of 40 bushels to the acre. I know what 
has happened on the individual farm. The overall average was taken 
on the farm, for instance, but in most cases the actual acres put into 
the soil bank were the lowest productive acres on the farm. There- 
fore each individual farmer stood to benefit by diverting those least 
productive to the soil bank. I do not suppose we could correct that 
unless we had a horde of investigators to go around. 

Mr. Manwarine. We did and are attempting to correct it. I mean 
we did under those programs and are under the conservation reserve 
attempting to ascertain whether we are getting an average land for 
the farm in the conservation or acreage reserve. If we aren’t getting 
average land for the farm, but getting something lower than average, 
a = asking them to cut the rate. If we are getting something 

igher 

Mr. Micuet. You are asking the county committees? 

Mr. Manwarina. Yes. They were attempting to make an appraisal. 
Again, this was the first year of the program. It was late. The extent 
to which they were able to do that on every farm I am not sure. I 
won’t say they did it a hundred percent, but we did urge them to 
ascertain whether they were getting normal land out of that farm, 
average land out of that farm, to go into the designated acreage, and 
if they were not, to cut the rate. 

Again, we are talking about the farm where we are not reducing, 
or not plowing . or destroying the commodity itself. 

Mr. Micuev. Do you have any instances that you can cite where 
the county committee has cut back on the average that was previously 
established ? 

Mr. Manwarrne. I think we could find many instances of it, Con- 
gressman. 

Mr. Micuet. So where those deficiencies have shown up you have 
taken steps to correct it ? 

Mr. Manwarine. Yes, sir. 

Mr. Meyer. I would like to add to that the instructions, even in 
1956, practically directed the local committees to determine the pro- 
op oo on the tract set aside. We think that is the way it ought to 
be done. 
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Mr. Micue.. That is what your instructions said. 

Mr. Meyer. We recognize ‘that is one of the areas where we did not 
approach perfection by quite some margin. We have tried to correct 
that as we moved along year by year. I think we are getting much 
better. 

Mr. Micuet. For perfect results it would be necessary for the com- 
mittee members or their staff to go out on the additional farms and see 
for sure that a specific tract of land on the farm was being diverted in 
the acreage reserve. 

Mr. Manwarinea. They did that. They used community committee- 
men to do that. I feel confident in saying again our people have done 
a good job of ascertaining whether that was average land or not. I 
was in a county of Virginia last week with respect to the conservation 
reserve and the office manager had just been through a session with a 
lady whose rate had been cut because she was giving them less than 
average land. He said he had a rough time, but they adhered to the 
policy. We did that in this case. We did not reach perfection, I 
am sure, but again I have a lot of faith in those county and community 
committeemen and I think by and large they did a good job of doing 
that in the short time they had. They did make farm visits. 

Mr. Naveuron. There were some instances, weren’t there, when 
you received reports, or some evidence that in some counties at least 
they did not use a fair appraised yield where crop conditions were 
poor, and the Soil Bank payment was more on the basis of the normal 
yield? 

Mr. Manwarinc. Well, I guess I must admit again this was admin- 
istered by human beings and we did not reach perfection. I think 
that I would have to go and search for cases where they did not do 
it. I fi not have reports they did not do it. 

Mr. Naveuron. Would you just for the record furnish such infor- 
mation as you may have indicating the extent to which this h: appened. 

Mr. Manwarine. If we can find it. That was the instruction, and 
I think they adhered to the instruction except in some individual 
sases which I did not know about at that time. 

(The Department of Agriculture later advised as follows:) 

DEPARTMENT OF AGRICULTURE, 
CoMMODITY STABILIZATION SERVICE, 
Washington, D. C., October 17, 1958. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, House of Representatives, Washington, D. C. 

Dear Mr. Naventon: This is in response to your telephone request for 
information on instances where normal yields may have been used in place 
of appraised yields in determining payments to producers under the 1956 soil- 
bank acreage reserve program. 

As indicated in our testimony before the Intergovernmental Relations Sub- 
committee on September 30, 1958, we do not have records in Washington of 
such cases. 

Although there may have been some cases of this we feel that instructions to 
agricultural stabilization and conservation committees informed them of the 
circumstances under which to properly use normal yields or appraised yields. 
We believe that these instructions were followed in nearly all determinations. 

As early as June 8, 1956 (press release), the bases for determining payments 
were published. This was referred to in our opening statement at the September 
30, 1958, hearing before your subcommittee. See page 5 of that statement. 

Sincerely yours, 
H. L. MANWARING, 
Deputy Administrator, Production Adjustment. 








ay 


THE SOIL BANK 49 


Mr. Naveuton. The appraised yield is applied, of course, only 
where growing crops were being plowed under. 

Mr. Manwaring. Yes. 

Mr. Naveuron. Since about 1,600,000 acres of corn were plowed 
under out of a total of 5,800,000, I assume most of the remainder con- 
sisted of excess acreage, the difference between the allotment and the 
corn base acreage by which producers took other land, out of produc- 
tion, in order to qualify for corn payments. What was the basis of 
the payment on that kind of land ? 

Mr. Manwarrne. It was on the basis of the normal yield with that 
land related to the average. 

Mr. Naveuron. The normal yield in these instances was far higher 
than the actual yield would have been under the drought conditions 
that existed ? 

Mr. Manwarina. I think that is right. 

Mr. Naveuron. So in that instance, at least, a farmer was able to 
get quite a bit of benefit by getting a corn payment based upon the 
normal yield even though because of drought conditions he would not 
have gotten the normal yield. 

Mr. Meyer. I would like to Py in this at this point. I think we 
had that happen some in the areas that were droughted out pretty 
bad. We had quite a bit of seen in the State of Illinois for 
underplanting where the crop conditions were good. I think we paid 
at the rate of maybe $40, $50, or $60 an acre on some of that land out 
there where had it produced a crop it would have been far above that. 
You are getting on the other end of the scale there. 

Mr. Naveuton. Certainly the normal yield factor would be the 
proper factor to use in areas where there was no drought. I do not 
think anyone would question that. 

Mr. Manwartne. My answer to you was based on the supposition 
we were talking about drought conditions. 

Mr. NaveHron. The 700 counties in which there was a drought 
emergency, and perhaps some others in which there was not—including 
somewhat more than two-thirds of the dcreage—— 

Mr. Meyer. You have been talking about corn now. Only a small 
percent of them are in the commercial corn area. You may have the 
figure on that. I donot have it. I think substantially less than half 
of them are in a commercial corn area. 

Mr. Naucuron. For my own State of Iowa, I think the figure given 
as to drought emergency acres is 37 counties with 908,955 acres, all of 
which was in the commercial corn area. There were 1,465,000 acres in 
Nebraska, probably much of which was in the commercial corn area. 
There were 690,000 in South Dakota. 

Mr. Meyer. Not all in the State of Nebraska is in the commercial 
corn area 

Mr. Manwarinea. Some of it was. 

Mr. Naveuton. A substantial acreage in Missouri also. 

Mr. Founratn. Were there instances in which farmers received 
crop-insurance payments for damage, or destruction of crops and 
then also received soil-bank payments on the same land? 

Mr. Dogerrr. I think the answer is “Yes” to the question. 

Mr. Fountain. To what extent w: as that trast 

Mr. Doccerr. Well, we would not know. We never made any 
differentiation as to whether a man had private insurance or Govern- 
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ment insurance on the crop. We attempted to treat all farmers the 
same as far as the soil bank was concerned. If he had crop insurance, 
it would be possible for him to collect crop insurance in addition to 
the soil-bank payment. 

Mr. Fountain. How would soil-bank payments on land where the 
crop had been destroyed carry out the purpose of the program to re- 
duce production. 

Mr. Meyer. I do not believe that I understand your question. 

Mr. Fountarn. How would soil-bank payments on land where the 
crops had been destroyed carry out the propose of the program to re- 
duce production ? 

Mr. Doccetr. By natural causes? 

Mr. Fountain. Yes. 

Mr. Doseert. I think the fair answer to that question is it would 
not, and that was the principal reason why the Secretary was so in- 
sistent that we not run a 1956 program that late in the year. 

Mr. Manwarrne. I do not know. 

Mr. Meyer. The minimum payment on spring-planted corn was 
$6. Nobody got less than that. On fall wheat it was $4. Now we 
would assume where the crop had been destroyed that would be the 
rate of payment. 

Mr. Naventon. Was that 1955 fall wheat? 

Mr. Meyer. Yes. 

Mr. Naveurton. Did the law direct the Department to put a pro- 
gram into effect? 

Mr. Corrman. That was 1956 fall wheat. It might have been 
planted in the fall of 1955, but it was 1956-crop wheat. You see, 
the statute directs the program be carried out on the 1956 crops. It 
did not apply to 1955 crops, but the crop he is speaking of is not a 
1955 crop. 

Mr. Meyer. I assumed you meant seeding in the fall of 1955. Is 
that what you meant? 

Mr. Naueuton. Yes. 

Mr. Meyer. Then it would be 1956 fall wheat, and the answer is 
Vas”? 

Mr. Naventon. You feel the law specifically directed you to have 
a program on 1955 fall-planted wheat, or 1956 harvested ? 

Mr. Manwarine. Yes. 

Mr. NauvGuron. Was there anything in the law that directed you to 
make a soil-bank payment on wheat on acreage where the crop had 
been destroyed by natural causes? 

Mr. Corrman. In 1956, yes. 

Mr. Navcuton. What section is that? 

Mr. Corrman. In the first section that was read earlier by the chair- 
man. I will read it to you: 


Reserve acreage of the commodity may include acreage whether or not 
planted to the production of the 1956 crop of the commodity prior to the 
announcement of the acreage-reserve program for the 1956 crop if the crop 
thereon, if any, shall be plowed under, or clipped, mowed, or clipped to prevent 


maturity. 

The legislative history made it very clear that the House particularly 
had insisted and had gotten the conferees to agree to this to cover 
specifically the wheat that had not been planted in the fall of 1955 
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because of bad weather, or crops that had been planted, wheat, in the 
fall of 1955 but had been damaged or lost as the result of natural 
disasters. 

Mr. Naveuton. Did I understand you to read that reserve acreage 
“may include” or did you say “shall” ? 

Mr. Corrman. I just read the language of the statute. 

Mr. Naucuton. When we read the other statute with respect to 
certification, stating that payment “may” be made upon certification of 
producer, did you not tell me earlier that since the statute said “may” 
the Secretary was not required to obtain certification ? 

Mr. CorrMAn. That is an important “may.” That said that the 
Secretary may require certification. This one says that the reserve 
acreage may include this, and the farmer chooses the reserve acreage, 
wedonot. There isa difference in the subject of the verb. 

Mr. Fountain. Now early in 1956 the Department recommended 
passage of a soil-bank program to apply to 1956 crops. 

Mr. Doacerr. Yes. 

Mr. Manwarina. I was thinking it started earlier than that. 

Mr. Corrman. The President’s message was January 9. I believe 
that is the earliest formal reference. 

Mr. Fountain. At that time the Department indicated that legis- 
lation authorizing the program should be passed not later than April 
15 if it was to be effective on spring-planted crops; is that right? 

Mr. Manwarina. Yes. 

Mr. Fountain. How long would that have allowed before the usual 
planting dates for most crops—6 weeks to 2 months? 

Mr. Meyer. Anak weds We have the dates here. 

Mr. Dogcretrr. A month to 6 weeks. 

Mr. Fountarn. During this period the Department would have 
had to inform producers about the terms and conditions of the pro- 
gram ; is that correct? 

Mr. Doccetr. Yes. 

Mr. Fountarn. After the President vetoed the first act containing 
soil-bank authority, the second act was finally passed, as we pointed 
out, on May 28. Is it true that prior to the final signup date fixed 
by the Department that farmers were perfectly free to terminate 
their agreements without any penalty in the event they found they 
had misunderstood any of its provisions, or if they decided they 
might obtain more income from harvesting the crop ? 

Mr. Manwarrne. Yes, that is true; to the final day. If they had 
gone in and signed an agreement prior to the final date, they could 
terminate it prior to the final date. 

Mr. Founratrn. The final signup date was July 27. Consequently, 
for nearly 2 months after the passage of the Soil Bank Act anyone 
who had signed an acreage reserve agreement was perfectly free to 
terminate it; was he not? 

Mr. Manwarine. Yes. 

Mr. Founrarn. During the period between the time when agree- 
ments were made available to producers and the final signup date 
did the Department have any reason to believe that any substantial 
number of producers misunderstood the provisions of their agree- 
ments, particularly the civil penalty provisions ? 

Mr. Manwaring. Up tothe final signup date, Congressman ? 
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Mr. Fountarn. That is right. 

Mr. Manwarrina. I think we did not. Asa matter of fact, we were 
going along assuming farmers were fully informed and that they 
knew of the provisions up to that time. 

Mr. Fountain. Did the Department make any attempt to ascer- 
tain whether or not there was misunderstanding ¢ 

Mr. Docererr. We knew, Mr. Chairman, a good many farmers were 
withdrawing that had originally signed up. Our reporting lags con- 
siderably, as you would naturally expect—the counties reporting to the 
States and the States reporting to Washington. We realized shortly 
after the 10th or the 15th of July a substantial number of the farmers 
were withdrawing from the program. Why, we did not know. They 
had that privilege. The only way we could tell was when States 
would report less numbers, which they did at times. One report 
would come in showing X number of farmers had signed up and 
the next report would show that it would be X minus something. 
We knew that they were withdrawing. The reason for that I do not 
know. I imagine that misinformation was part of it. Crop changes 
might have had something to do with it. 

vir. Founrarn. The Department did take certain steps to warn 
producers of the penalty provisions at the time that they signed 
agreements ; did they not ¢ 

Mr. Manwarinc. We had warned our State people and told them 
to be sure to warn the county people and to urge them to see that 
every farmer understood those penalty provisions. We took that route. 

Mr. Fountain. So far as you know, they tried to explain that to the 
farmers? 

Mr. Manwarine. Yes. 

Mr. Fountatn. Did you receive any evidence indicating any sub- 
stantial misunderstanding of the civil penalty provisions between 
July 27 and August 22? July 27 was the final signup date, and I 
think August 22 was the date when the time for plowing under was 
extended for the last time. 

Mr. Meyer. I question there had been much information of any 
kind come in on the general picture. I doubt if we had very much in- 
formation during that period of time to know how well the county 
offices had explained the program and how much in detail they had 
been able to answer the farmer’s questions. We had some surprising 
cases come up later on that indicated that. 

Mr. Fountain. In view of the lateness of the date when the legis- 
lation was passed and the problems which you naturally anticipated 
in disseminating information, it was important that that information 
be gotten to the farmers promptly ; was it not? 

Mr. Manwarinea. Yes. 

Mr. Fountary. You knew that it was important and you made 
every effort to get it to them ? 

Mr. Manwarrne. Yes. 

Mr. Reuss. With regard to your answer, Mr. Meyer, to the chair- 
man’s questions of a moment ago, you referred to a period in which, 
so far as you knew, ev erything was going all right and the farmers 
were not misunderstanding the program. What period did you have 
in mind? 
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Mr. Fountain. I might say I mentioned the period between July 
27 and August 22, and I mentioned August 22 because on or about 
August 22, an official determination was made by the Department that 
“a relativ ely small number of farmers did not understand the civil 
penalty provisions of the acreage reserve program.” 

Mr. Reuss. So, up to August 22 at least, as far as the Department 
knew, there was no widespre ad misunderstanding; is that correct ? 

Mr. Manwarine. That is correct. 

Mr. Founratn. The Department also announced on August 22, 
“Producers will not be allowed to terminate their agreements”; is 
that right? 

Mr. Manwarine. I think that there was such a statement made. 

Mr. Fountarn. The Department made this determination. Why 
was it made? 

Mr. Meyer. I think probably the main reason behind that press 
release you are referring to was that we realized—the Secretary did— 
that we had an extremely firm program in operation here which in- 
volved penalties or forfeiture of payments and civil penalties in 
addition to that which was completely new. No one had had experi- 
ence with it in the field before. I think that the position taken at 
that time was brought about by the fact that it was realized we had to 
explain this was going to be a firm program. We expected when a 
farmer signed up in good faith that he expected the Government to 
carry through on its share of the program and he ought to do it on 
his. That was a means we took to emphasize that and get it out into 
the field. 

Mr. Fountain. The Department took the position as late as Au- 
gust 28, did it not, that the penalty provisions would be enforced? 

Mr. Corrman. I think it is fair to say, however, as the press release 
does disclose, some complaints had been coming in about them. That 
is what gave rise to the press release, and it was thought it was not 
a W idespread condition, and that is why the press release was issued. 
That is about when the complaints did start coming in. 

Mr. Revss. What do you mean by the press rele: ase ? 

Mr. Corrman. The one dated August 22, 1956. 

Mr. Manwartna. It is based on telegrams which we sent to the 
State offices. 

Mr. Revss. I am aware of the telegrams. You are talking about the 
action of telegrams embodied in a press release ? 

Mr. Manwarine. We actually sent telegrams to the State offices 
telling them of this provision again, and we quoted from the telegram 
in this press release telling them producers will not be allowed to 
terminate their agreements. 

Mr. Revss. That the law means what it says? 

Mr. Manwarina. Yes, and they therefore again should be careful 
to see that their county people were informed and they informed 
farmers of that provision. We were attempting to be sure that was 
understood. 

Mr. Reuss. In other words, by “informing farmers” you meant 
making sure they understood they would have to plow under an exist- 
ing crop and could not graze it? 

Mr. Manwartna. And that this tract which they had designated 
of, say, 30 acres, or whatever else, and had specifically marked would 
bec ompletely protected against grazing and harvesting. 
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Mr. Reuss. You say, “and.” You evidently have added something 
to the statement that I have made. I think that we had better clear 
that up right now. 

Mr. Manwartine. I do not know whether I did or not. 

Mr. Reuss. Did you intend to? What I said was this—the pur- 
pose of this August 22 telegram, as I understand it, was to tell the 
field to tell farmers that as to their land then under the acreage re- 
serve they should neither harvest it nor graze it unless they wanted to 
pay the 50-percent penalty which the law provided. 

Mr. Manwarrne. I did not add anything to that. 

Mr. Reuss. Our minds are in agreement. 

Mr. Manwarina. Yes. 

Mr. Meyer. May I make a statement? I think part of the back- 
ground of this resulted from telephone conversations. At that time 
we had 48 State offices trying to understand instructions and we had 
made some very definite changes in them from time to time. 

Mr. Reuss. In other aspects of the program ? 

Mr. Meyer. Yes. And then they would call in. They would say, 
“You have told us if a man does not live up to his contract he will 
be subject to civil penalty. Do you mean that? Is that the way it is 
going to work?” I remember specifically several State offices that we 
had telephone conversations with and the question came to our mind— 
perhaps we have not emphasized that enough. I think that that had 
something to do with the August 22 notice. ; 

Mr. Founrarn. I think we might read the telegram sent by Mr. 
Manwaring to all of the ASC offices and Puerto Rico, dated August 
22, 1956. 


Re 1956 ACREAGE RESERVE PROGRAM 


1. The Secretary has determined that there are a few farmers who did not 
understand the civil penalty provisions of the acreage reserve regulations and 
that, therefore, there is basis for granting additional time for disposal of crops 
on the designated acreage reserve to comply with agreements. The August 3 
final disposal date is extended through August 31, 1956. The 1956 acreage reserve 
regulations are being amended accordingly. If the crop on the designateed acre- 
age is not disposed of by such date no payments will be made. If the crop is 
harvested from the designated acreage reserve, or acreage reserve is grazed 
except in drought disaster areas the agreement will be considered violated and 
no payments will be made, and in addition producers will be subject to a statu- 
tory civil penalty amounting to 50 percent of the payment which would have been 
made had the agreement been fully complied with. Producers will not be allowed 
to terminate their agreements. 

2. In those areas where grazing of acreage reserve due to emergency drought 
disaster determination is permitted beyond September 15, 1956, crops on the 
acreage reserve which might produce grain shall be disposed of by September 15, 
1956, either by grazing or by clipping, disking, plowing, etc., in such a manner 
that no grain will be formed. 

3. State offices should immediately instruct county offices to notify farmers 
affected by above instructions. State and county offices should give this an- 
nouncement wide publicity. Particular attention should be called to the fact 
that the producer will not be allowed to terminate his agreement and that he will 
be subject to the civil penalty if the designated reserve acreage is grazed in areas 
not designated as disaster areas by the Secretary or is harvested in any area. 


I believe there are some other indications that the Department took 
the position as late as August 28 that the penalty provisions would 
be enforced. 

Mr. Reuss. Could I ask a question about the August 22 telegram ? 
Before sending out that telegram, Mr. Manwaring, had there been any 
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discussion of section 123, or of other sections of the act with the legal 
department ? 

Mr. Manwartna. Yes. We had discussions right along from the 
inception of the program and in the writing of our instructions we 
had a meeting of the minds. We and they agreed that this was 
a penalty provision and that it should be applied. 

Mtr. Reuss. That it meant what it said ? 

Mr. Manwarrne. It meant what it said if the farmer grazed, or 
harvested from that designated acreage. We were all of one mind on 
that. 

Mr. Reuss. Did your legal staff give you a legal opinion ? 

Mr. Manwartine. I am not sure of that. I doubt very much if we 
asked them for a legal opinion, Congressman, because they helped us 
with the regulations. It was in the regulations as written. We just 
went ahead all understanding one thing. 

Mr. Reuss. I do not suggest that there should have been one. 
I gather an oral opinion was given ? 

Mr. Manwarina. Yes. I do not know that the question ever rose 
because we all understood it the same way. They said that is what 
it means. We said it is obvious to us that is what it means, and we 
went ahead on that assumption. 

Mr. Fountarn. Did your August 22 telegram have legal clearance 
from the legal division ? 

Mr. Meyer. I expect it did, but we would have to check that. 

Mr. Corrman. I am trying to recall. Probably so, but I could not be 
sure at this moment. 

Mr. Fountarn. That would not have been actually necessary in this 
case ¢ 

Mr. Manwartne. Do you want us to check it ? 

Mr. Reuss. I do not think it is important enough really because the 
fact is whether they initiated it or not, they were in on the discussion 
almost daily. Everyone was agreed ; is that not so? 

Mr. Manwarrinea. Yes. 

Mr. Micue.. With regard to the original instructions that went out 
to the field, did you elaborate on civil penalty? Did you just say 
“civil penalty”? Did you instruct the ASC offices to inform the farm- 
ers what a civil penalty was? If you say “civil penalty” a good per- 
centage of our farmer friends do not know what you’re talking about. 
It would seem to me that the individual ASC offices should elaborate 
on this point and say, “This means you are going to be fined so many 
bucks if there is no compliance.” The term “civil penalty” to the rank 
and file of our farmers does not mean nearly so much as it does to you 
and me. 

Mr. Founrarn. They use a different language, but I think most of 
them know what it means. 

Mr. Micuet. I question that. 

Mr. Reuss. The telegram did say, Mr. Michel, if the crop is har- 
vested from the designated acreage reserve, or acreage reserve is 
grazed—except in drought-disaster areas—the agreement will be 
considered violated and no payments will be made, and in addition, 








56 THE SOIL BANK 


producers will be subject to a statutory civil penalty amounting to 50 
percent of the payment which would have been made had the agree- 
ment been fully complied with. 

It seems to me that did lay it on the line pretty well. I cannot find 
it in me to criticize the Department’s August 22 telegram. It is quite 
clear. 

Mr. Corrman. That is quite late. That is August 22. I suppose the 
Congressman’s question related to other farmers who understood it 
before they signed the agreement. 

Mr. Micuev. In the original statement. 

Mr. Revss. If we do not already have a copy of the agreement form 
I would like to have one now. 

Mr. Fountarn. If it is not too long we will put it into the record at 
this point. 

Mr. Manwarinea. There is a form which the farmer signs and has 
it on and again whether he reads it or not all the fine print on that 
or any other contract is open to argument. We did have it, I think, 
clearly in our procedure to the State committee and they to the county 
committee and it can be found in the acreage-reserve handbook. | 
have the 1958 handbook. 

Mr. Reuss. Perhaps the form contract should be received in evi- 
dence. 

Mr. Fountarn. Without objection, it will be made part of the record. 

(The form contract referred to follows :) 
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FORM CSs5-800 (SOIL BANK) FORM APPROVED: BUDGET BUREAU NO. 40-2659 


(6-5-56) 


U.S. DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 


SOIL BANK 
ACREAGE RESERVE AGREEMENT 1956 










ACRES IN FARM COUNTY 


7 . + a 
CROPLAND ACRES CODE AND FARM NO AGREEMENT NO. 


PART | - FARM IDENTIFICATION 


1. LOCATION OF FARM 


2. NAME ANO ADDRESS OF OPERATOR 


3. NAME AND ADDRESS OF OWNER 5. NAME AND ADORESS OF OWNER 


4. NAME AND ADORESS OF OWNER 6. NAME AND ADORESS OF OWNER 


NN, eee _— 


PART Il - DESIGNATION AND DESCRIPTION OF ACREAGE RESERVE 
The acreage reserve designated on the farm identified by the above-listed Code and Farm No. is as follows 


CROP ACREAGE FIELD IDENTIFICATION 
(a) ‘e)_ (c) 


PART lll - RATE OF COMPENSATION PER ACRE - MAXIMUM COMPENSATION 


Compensation shall be at the agreed upon rate(s) per acre specified below. The number of acres on which such compensation is 
made shal} not be in excess of the acreage listed below for the respective crops. 


erone haauenenmes . “ ; = a 
10. Acreage placed in acreage reserve |_ _wHeaT | corron | CORN | RICE J TOBACCO | PEANUTS 
shown in Part Il above) (Acres) —»| } | { 
- — + —t _ = —}- ———+- 
mn rete per acre (Dellers) —_> } ! 
- + ——— - a - ~ —_—_— _~ 
| | 


7 


12. .aximum Compensation (Delters) —>) | | 


ae re ____ PART IV - CERTIFICATION, AND DIVISION AMONG INTERESTED PERSONS ss s ys = 
Compensation will be made to each of the persons listed below, or on the supplement to this agreement, on the basis of their inter- 
ests through the issuance of negotiable certificates. 


The undersigned er ys certifies that the list of persons shown in the table below, or on the supplement to this agreement, is 


a complete list of all producers on the farm contributing to the reduction in the acreage of the commodity(ies) placed in the acreage 
reserve. 


oe Check if supplement is used in liew of this table 





DIVISION OF COMPENSATION 


NAMES WHEAT _]| COTTON CORN RICE TOBACCO _ _PEANUTS 


a —__+F o 
* su * $1 s | $y = | 1 
——____— $= leet $——~——}- + —— eeepc 


_ ee ss ere | . I L 2 4 ae 











= — | 


L/ Based on maximum compensation. 


The terms and conditions contained in Part V hereof are a part of this agreement. 


OPERATOR 





OaTe 


OWNER 





°STARY OF AGRICULTURE 


. _ — OATE — omen 
(ASC COUNT Y COMMIT TEEMAN) 





(OVER) ©, 5S, GOVERNMENT PROIFTING OFFICE ; 1956 © - 18880 
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PART V—TERMS 


1. Each of the owners or (hereinafter referred to as 
signer’) whose signature appears abx hereby & 
1956 acreage reserve program and fully understands that his participation 
therein is subject not only to all of the provisions of this agreement, but 
also to all of the provisions of the regulations issued by the Secretary gov- 
erning the 1956 acreage reserve program. Such regulations, which are 
hereby made a part of this agreement, are hereinafter referred to as “the 
Regulations.” No amendment or revision of, or supplerm t to, the Regu- 
lations which becomes effective after the date that agreement is 
executed shail be applicable to this as ment if such amendment, revi- 
sion, oF supplement imposes any obligation on the contract signer greater 
than or in addition to the ob.igations set forth herein or diminishes the 

bligations of the Secretary hereunder 


operators 
yperator 


“contract 
ees to participate in the 














this 














2. (a) The tract(s) of land identified Field Identification 
in Part II hereof shall be the acreage rese 
(b) No crop has been harvested in 19; r r be harvested from 








the acreage reserve prior to January 1, 1957 the acreage reserve has 
not been grazed in 1956 and shail not be grazed prior to January 1, 1957 

c) No crop shal! be planted on the acreage reserve after this agreement 
is executed and prior to January 1, 1957, excey hat (1) crops approved 
by the county committee for protective cover may be planted on the 
acreage reserve, and (2) crops may be planted on the acreage reserve for 
harvest during 1957 or later in areas where such crops would normally be 
planted in the fall of 1956 for such later harvest 

(a) The crop p'anted on the acreage reserve at the time 
agreement is executed shall be plowed under, or otherwise physically in- 
corporated into the soll, or clipped, mowed, or cut to prevent maturing 
not later than the date established pursuant to the Regulations for such 
purpose tn the area for the crop 

(e) The contract signer shall, without reimbursement h under, control 
the spread om the acreage reserve of noxious weeds designated by the 
State committee, using methods approved by the county committee, in- 

ufting. !f required, tillage operations or chemical sprays 

(f) The acreage reserve shall be in addition to any 
e conservation reserve progrgn 
3. (a) In order to be entitied pensation for the total number of 
acres in the acreage reserve, the acreage devoted to each of the commodi- 
ties in the ecreage reserve must be reduced below the allotr t for ea 
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such commodity, or in the case of cc the s Bank corn base, by the 
number of acres in the acreage reserve for ea such commodity 

(b) In the event of failure to meet (a) above, the 
compensation shall be as deter ed rdance with Section 5 here 

4. No person shall be eligibie co % agreement if 
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f corn, the Bank corn base, shall be deter vided in 
the Regulations 

7 a) Compensatior will eact persor itied thereto 
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c f certificates issued with respect to grains. 
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issued by the Secretary 
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aim or benefit arising therefrom: may 


not be assigned in whole or in part 
9. (a) In the event of the sale or transfer of the farm, other than 
by death or incompetenc ter this signed, but before 





agreement 8 
compensation is paid hereunder, compensation will be paid to the original 
signer of the agreement, if he re 1s the interest In the crop with 
respect to which the compensation is to be paid. If the interest in the 
crop with respect to which t compensation is to be paid is transferred 
to the buyer or other person succeeding the original signer of the agree- 
ment, and the county committee is notified in writing of such sale or 
transfer before compensation has been paid, such compensation shall be 
paid to such buyer or successor, provided such buyer or successor becomes 
&@ party to this agreement by executing a form prescribed for such purpose 
(b) If there is a change in a tenant or sharecropper after this agree- 
is signed, but before compensation is paid hereunder, compensatio: 
sha be paid to the orig ter t or sharecropper if he retains the 
interest in the crop with repect to which compensation ts to be paid 
If the successor tenant or sharecropper succeeds to the interest in the 
crop with respect to which the compensation is to be paid, and the 
county committee is notified in writing of such change before compen- 
sation has been paid, such compensation shall be paid to such successor 
tenant or sharecropper, provided, in the case of a tenant-operator, that 
such tenant-operator Fecomes a party to this agreement by executing a 
form prescribed for such purpose. 

(c) In the event that any person who ts entitled to compensation 
this agreement, dies, becomes incompe appears before receiv- 
ing such compensation, the compensation shall be paid to his successor 
as determined in accordance with the regulations issued by the Secretary 
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AND CONDITIONS 


(7 C. FP. R. 1108), for payments made pursuant to Section 8 of the Sot! 
Conservation and Domestic Allotment Act, as amended 

10. (a) The contract signer represents that 

(i) He has afforded his tenants and sharecroppers an oppor ’ 
participate under this agreement in proportion to their respect 8 
of the acreage allotment for the commodity, or, in the case of . 1e 
Soil] Bank corn base 

(ii) He has not as a result of participation in the Soll Bank progran 
reduced the number of tenants and sharecroppers on the farm, or their 
shares of the acreage allotment for the commodity, or in the case of corn 
the Soll Bank corn base 

(iit) There does not exist between the contract signer and any tena 
or sharecropper any lease, contract, agreement. or understanding. unfairly 
exacted or required by the contract signer and entered into in contempla- 
tion of the signing of any agreement under the 1956 acreage reserve pro- 

ram, the effect or purpose of which ts 

A. To cause the tenant or sharecropper to pay over to the contract signe 

any compensation to be paid to him; 
B. To change the status of the tenant or sharecropper in order to deprive 
r of any part of any compensation or of any other right or privilege of 
his under this agreement to which his actual status with respect to the 
land vy thereto would have entitied him; 

c ‘© reduce the tenant's or sharecropper'’s proportionate share of the 
acreage allotment for the commodity. or in the case of corn, the Soll Bank 
corn base; 

D. To increase the rent to be paid by the tenant or decrease the share 
of the crop or its proceeds to be received by the sharecropper 

(iv) He has not adopted any device or scheme of any sort whatever for 
the purpose of depriving any tenant or any sharecropper of his compen- 
sation or of any other right under this agreement 

b) This agreement shall be deemed to have 
the above representations are faise, or if after the sigMing of this agree 
ment, the contract signer enters into any lease, contract, agreement, or 
understanding with any tenant or sharecropper of the nature p ted 
by (a) (ill) above of this section or adopts any scheme or device pr 
hibited by (a) (iv) above of this section 

ll. The contract signer agrees not to employ any sch 
ever which would tend to defeat the purpose of this agreement 

12. (a) In the event the Secretary determines that there has been a viola 
tion of this agreement and that such violation is of such a substantial 
nature as to warrant termination of this agreement, the contract signe: 














been violated if any of 
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agrees that all rights to compensation under this agreemer hall be for 
feited and agrees to refund to the United States all compensation received 
by him or by any tenant or sharecropper under this agreement In the 








event that the contract signer is unable to return any of the certificate 
issued hereunder as compensation, the contract signer agrees to pay the 
United States in cash, the face amount of such certificates, pius interest at 
the rate of six percent rannum 

(b) In the event the Secretary determines that there has bee 
of this agreement but that such violation is of such a nature 
warrant termination of this agreement, the contract 





a violation 
as not to 
agrees t 





signer 
















accept such adjustments in compensation, to forfeit such benefits. and to 
make such refunds to the United States of compensation receivec t 
or by any tenant or sharecropper as the Secretary may determ “ 
approp e. In the event that the contract signer is unable * y 
rtificates issued as compensation hereunder in accordance wit e 
ermination of the Secretary, the contract signer agrees to pay th 





United States in cash, the face amount of such certificates 


plus interest 
at the rate of six percent per annum 





{c) In the event of a determination by the Secretary under either 
(a) or (b) above of this section, compensation paid or payable to any 
tenant or sharecropper hereunder shall be refunded, forfeited, or ad 
justed, as determined by the Secretary 

(d) The determination as to whether a violation has occurred, and 
whether such violation is of such a substantial nature as to warrant 





termination of the agreement, and the amount of any adjustment, for 
feiture or refund, shall be made in accordance with regulations issued 
by the Secretary 

13. Section 123 of the Soi} Bank Act (70 Stat. 188, 198) imposes a civ 
penalty upon any producer who knowingly and wilfully grazes or harvests 
any crop from any acreage in violation of an agreement under the 
acreage reserve program equal to 50 per centum of the compensatior 
payable for compliance with such agreement. Such penalt is in adda 
tion to any amounts required to be forfeited or refunc inder other 
provisions of this agreement 

14. County committeemen or their repres 
thorized representatives of the Secretary, for 
gating the accuracy of any of the r 
nection with this agreement and the performance of the t 1s and 
conditions of this agreement, shall have ne right to enter the farm at 
any reasonable time in order to measure the acreage or determine the 
production of any agricultural commodity on the farr 
any records pertaining to the farm or to the acreage 
of any such agricultural commodity, and the contract signer shall furntst 
such tnformation relating to the farm as may be required by county 
committeemen or their representatives or authorized representatives of 
the Secretary 

15. As used in this agreement, 
following meanings 

(a) “Secretary” means the Secretary of Agriculture of the United States 
or the officer, employee, or other representative of the United States De- 
partment of Agriculture acting In his stead pursuant to delegated au 
thority 

(bo) “Corn” means field corn, including sweet corn which is produced 
for feed or silage, planted alone or interplanted with other crops 

(c) “Cotton” means American uplan cotton and extra long sta 
cotton 

d) “Allotment” means the 1956 acreage allotment est 
farm for marketing quota purpores pursuant to the Agric 
ment Act of 1938, as amended 

(e) “Soll Bank corn base” means the 1956 corn base acreage determined 
for a farm pursuant to the Regulations 

f) “Commercial corn-producing area” 
the Secretary (20 PF. R. 8666) 
cultural Aditustment Act of 1938, as amended 

(g) “Commercial wheat-producing area” means al! areas e 
area designated by the Secretary (20 F. R. 3494) pursuant to »s 335 
e) of the Agricultural Adjustment Act of 1938. as amended 

(h) The terms defined in the Regulations shall have the same meaning 
when used in this agreement 
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FORM CS5S-601 (SOIL BANK) 


(e-8-86) 
. U.S. DEPARTMENT OF AGRICULTURE 


COMMODITY STABILIZATION SERVICE 
CODE AND FARM NO. 


SOIL BANK 
SUPPLEMENT TO ACREAGE RESERVE AGREEMENT 





SUPPLEMENT TO AGREEMENT NO. 






The undersigned producer(s) certifies that the list of persons shown below is a complete list of all producers on the 
farm contributing to the reduction in the acreage of the commodity(ies) placed in the acreage reserve. 
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Mr. Reuss. I would call attention to the fact that on the back of 
the Soil Bank Acreage Reserve Agreement, 1956, which as I under- 
stand it was the form signed by all farmers, section 13 says: 

Section 123 of the Soil Bank Act (70 Stat. 188, 198) imposes a civil penalty 
upon any producer who knowingly and willfully grazes or harvests any crop 
from any acreage in violation of an agreement under the acreage-reserve pro- 
gram equal to 50 percentum of the compensation payable for compliance with 
such agreement. Such penalty is in addition to any amounts required to be 
forfeited or refunded under any other provisions of this agreement. 


There may be other provisions but that does seem to me a rea- 
sonably intelligible attempt by, I guess, the lawyers to say what the 
provision was. 

Mr. Corrman. In our next revision we put it on the front of the 
agreement, where he signs it. 

Mr. Reuss. I see on this 1956 form it is simply a one-page docu 
ment and the entire front page is taken up with things to be filled in, 
the back page is filled in with the contract. 

Mr. Fountarn. It is much like some of the insurance policies. 

Mr. Micuet. With some mighty fine print. 

Mr. Manwarrne. Our regulations have a paragraph in them with 
respect to this penalty, our instructions have a paragraph in with 
respect to the penalty. But keep in mind that the regulations and 
instructions go to the State and county offices and do not go to the 
farmer. From there you have to depend on someone in the county 
office to be sure the farmer understands that if he puts 30 acres in 
the acreage reserve he may not graze or harvest that 30 acres and 
that he may not reduce it at will down to 15 or 10 or 5. That we 
cannot be sure how well they did on this program which we had to 
rush to get out the way it should be. We did attempt to make it clear, 
we did say they would not be terminated, in a telegram. We thought 
we had the thing taken care of. 

Mr. Fountarn. Even as late as August 28 you sent an office memo- 
randum, or Mr. Meyer did, to Mr. Max M. Soeth, acting chairman 
of the Iowa State ASC Committee; subject, Acreage Reserve Pro- 
gram Civil Penalty. This was in response to a letter from Mr. Soeth 
dated August 16, in which he expressed the feeling that the civil 
penalty provision of the soil-bank program should not be enforced, 
giving his reasons, such as misunderstandings, et cetera. The August 
28 memorandum said : 


The civil-penalty provision of the 1956 acreage-reserve program to which you 
refer in your letter of August 16 has been a matter of much concern to the people 
of the Soil Bank Division, and to the entire Department, for that matter. We 
appreciate getting your views on that subject. It appears that the legal staff 
in the Department of Agriculture feels that the Soil Bank Act is so specific on 
this matter of penalties that they will have to be enforced. 

In a conference last week a decision was made to stand firm on the collection 
of civil penalties where they would be incurred by violations of the regulations 
and additional extension of the deadline for compliance was provided, about 
which you were notified at the time. 

The instructions for the county offices were airmailed out last night and will 
carry provision that where there is a tolerance provided to the extent that if a 
measured acreage-reserve tract is within 80 percent of that specified on the agree- 
ment, and the county committee feels that the producer has made an attempt to 
comply, it will not be considered a violation. In cases beyond that point, the 
county committees will make a determination as to whether or not they feel an 
agreement has been violated. I refer you to the county offices instructions for 
this information. 
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Signed, “Dwight W. Meyer, Acting Director, Soil Bank Division.” 

On September 6, 9 days later, the Secretary wrote to the Comp- 
troller General stating that there was a general misunderstanding 
of the penalty provision. 

What happened between August 28 and September 6 to cause the 
Department to completely reverse its position as to whether the great 
majority of farmers understood the penalty provision / 

Mr. Manwartne. I think it is safe to say that we were—I was going 
to say deluged with information to the effect that farmers had not 
understood this provision; that they had signed up acreage in excess 
of that wihch they wished to continue on through; that if we persisted 
in applying this civil penalty we would be applying it against a vast 
number of farmers who had not understood that they had to comply 
strictly with that 30 acres; and that they could not reduce to 15 or 
10 or some other acreage ; and that if we persisted i in this and pursued 
it to the end we would not only do an injustice to a lot of farmers who 
did not understand, but we would by that method impair our ability 
to run any future acreage-reserve program and get anything out of 
it in that area. 

We had that information largely again by telephone or by personal 
contact. That was the reason for our reversing our position and say- 
ing, “Well, if we have that many farmers who did not understand and 
who are now going to be penalized, not only have to repay the payment 
they received, but pay 50 percent more out of their own pockets, we 
had best see if there is some way we can find to pay them for what 
they do, not for what they do not do, but not apply this civil penalty 
if we can avoid it at this time.” This was the reason we undertook 
to do it, and did do it. 

Mr. Reuss. A question on the August 28 situation of Mr. Meyer and 
everybody else. As of August 28, when the Department of Agricul- 
ture said once again that, “ ‘The Soil Bank Act was so spec ific on that 
matter of penalties that they will have to be enforced,” had there been 
any information received by either any of you gentlemen or anyone 
else in the Department as ‘far as you know, that there was such a 
reaction against the intention to ¢ ollect these 50- -percent penalties that 
it would have political repercussions in the political election which 
was then going on in the fall of 1956¢ As of August 28, had there 
been any such meen 

Mr. Meyer. I do not think the matter of effect politically ever came 
into the picture. 

Mr. Reuss. I am restricting my question to through August 28. 

Mr. Meyer. No. I would say that this letter that I answered to 
Mr. Soeth, his incoming letter was some indication that they felt they 
could not administer a program providing for the carrying through 
on these civil penalties. 

There were some rumblings, it is like when you get ready for a big 
thunderstorm it usually thunders a little first! About the first week 
in September it broke loose. 

Mr. Reuss. As of August 28 when the Department sent out the 
letter to the Iowa State ASC, which has been referred to, no one in 
the Department, so far as you knew, had received any information 
that the enforcement of these penalties would have political reper- 
cussions against the administration or the Republicans or anybody 
else ¢ 
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Mr. Meyer. No. Icantruthfully say “No.” 

Mr. Reuss. Nothing to the contrary is known by any of you other 
gentlemen, I assume from your silence. 

Mr. Manwarrne. Not by me. Max Soeth is our chairman in Iowa. 
I do not know what Dwight thought at that time. 

Mr. Reuss. The incoming letter did not say anything about political 
repercussions, did it? Mr. Soeth just testified it would be difficult 
to administer. 

Mr. Manwarina. We assumed, Dwight, that we knew all about how 
many cases there would be and that we were telling Max, “Max, 
whether you like it or not, just get on the ball and apply the provi- 
sions of the law.” That was the answer in effect that he received, that, 
well, go ahead and do it. Then the storm began to break after that 
and we began to get information as to the magnitude of the misun- 
derstanding which we had not known before. 

Mr. Naveuton. The final date for plowing under crops to comply 
with the acreage-reserve program was August 3 at this time, was it 
not? 

Mr. Corrman. As of which time? 

Mr. Naveuton. August 21. 

Mr. Meyer. It was changed to the 31st. 

Mr. Navenron. On the 21st it was August 3. 

Mr. Meyer. Yes. 

Mr. Naveuton. That meant, did it not, that everyone who had 
signed an acreage-reserve contract and had not plowed under the 
acreage signed up was at that time in violation of his contract; is that 
correct ? 

Mr. Corrman. No, it meant he could not get payment but so far as 
the civil penalty was concerned you violate by harvesting or grazing a 

crop. It is true that as of that moment he could not have collected a 
payment, 

Mr. Naueuton. Did not the fact that this tremendous acreage, if it 
was tremendous, of crops which should have been plowed under by 
August 3 but was still standing in the fields as of August 21 serve as 
notice to you of the magnitude of misunderstanding? Didn’t you 
make an investigation to find the extent of it? 

Mr. Corrman. I do not know if people in Washington did. 

Mr. Meyer. We had no indication in here. There may have been 
individual county officers that realized farmers had not met the Au- 
gust 3 deadline at that time but that was partly due to the interpreta- 
tion that the farmers had been given of what compliance would mean. 

Let me say a word in regard to that if I might. I think we say 
something in our contract that the farmer must substanti: ully comply 
with the acreage. I got one report that that was interpreted to mean 
51 percent. That would be substantial. If he signed up for 40 acres 
and came through and complied on 22, there would be no penalty and 
he would be all right. 

These are things that all came out afterward that we did not know 
about at that period of time you were talking about. 

Mr. Naveuton. In other words, no one from Washington looked at 
this vast acreage of growing crops that should have been plowed 
under by August 3 but had not been ? 
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Mr. Meyer. We operate this program through area directors’ staffs ; 
3 people that work about 8 or 9 States. I do not expect they were out 
in the field. Maybe we had a few of our soil-bank people that may 
have been out holding some explanatory meetings. 

Mr. Micnen. What was the rennon behind setting the arbitrary date 
of August 3 for the plowing up? 

Mr. Doccerr. To start with, we attempted to use the destruction 
dates established by the marketing quota—not exactly—used in the 
marketing-quota regulations and programs. Those were set up to be 
established by the States because obviously a wheat- disposition date 
in North Dakota is considerably different from Texas. The States say 
for marketing-quota purposes you must destroy this or that crop to be 
in compliance. 

Mr. Slesuen: The farmer entered into this agreement on land where 
he was going to destroy such and such acreage ? 

Mr. Meyer. Twenty- seventh of July. 

Mr. Doccerr. In wheat in Texas the disposition date was already 
past in some counties before the Soil Bank Act was passed. 

Mr. Micue. Actually I can see no real harm in a farmer failing to 
plow up his crop by August 3 if he let it go several weeks, provided he 
did not run his stock on the piece of ground i in question. Do we have 
any evidence to show that the law was violated in the sense that farm- 
ers allowed livestock to run on this ground that was to be plowed 
under? That can be the only violation, in my mind. If a farmer gets 
in a bind workwise, what is the difference whether he plows it up today 
or 3 weeks from now if he sets aside that area and says this is going to 
be destroyed ? 

Mr. Manwartina. That was the reason for establishing these disposi- 

tion dates ahead of time. We established them so that they would be 1 
month ahead of the normal harvest date. That would mean that the 
grain would not be there. That was not required under this law. We 
merely used it because we were using it under the other, under the mar- 
keting-quota and acreage-allotment provisions so there would not be a 
confusion as to several dates. 

We came up to that time, August 3, and found we had not obtained 
at that time substantial compliance with that, the farmers had not 
destroyed it as of that time, and so we extended the date. That did 
not mean that there was nothing in the law that required that he had 
to destroy it as of a certain time. All he could not do was harvest or 
graze it. We were just setting some arbitrary dates. We extended 
the date, because we found it must have been reported to us as Mr. 
Naughton indicates, must have been reported that we were not getting 
this commodity plowed down by the date we had established. I do not 
remember now, but we must have had the indication so we extended 
the date. 

Mr. Naventon. It is our understanding that you received a letter 
dated July 25, 1956, from the Iowa State committee indicating there 
had been petitions for relaxation of the soil-bank rulings. This was 
almost a month before your August 22 rulings. At the time on August 
22 that you determined that the penalty provisions would not be re- 
laxed, did you feel you had made a full and fair investigation of the 
situation and had taken fully into account the interests “of the Iowa 
producers, and that you knew their situation ? 
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Mr. Manwarine. Apparently we thought we had but had not, be- 
cause we made the flat statement on August 2 22 that you are going to 
be subject to the penalty if you go ahead. The only : assumption I can 
reach on that is, we had assumed there were only a few and that we 
could ride that on through. Then we came up into the storm subse- 
quent to that time and concluded we could not ride it through if we 
wanted to successfully administer an acreage-reserve program an- 
other year and play fair with those farmers. who continually main- 
tained they did not understand that this 30 acres they had designated 
had to all be kept out. They assumed they could keep out anything 
up to 30 acres, and they were now wanting to go to 15 or some other 
figure. 

“Mr. Doscerr. May I comment on this point? I think another fac- 
tor that has come in here in regard to Iowa particularly was the fact 
that the Governor had requested i in the latter part of June a designa- 
tion of part of Iowa if not all of it, I do not recall specifically, as a 
disaster area, and we were also involved in this disaster situation. 
This letter you referred to, Mr. Naughton, I would not. be a bit sur- 
prised, I am not positive, that it did not refer as much to the relaxation 
of the grazing provisions. 

Mr. Naveuron. I can read the letter into the record. This is dated 
August 16. There wasalsoan earlierone. On August 16, Max Soeth, 
acting chairman, Iowa ASC Committee, wrote to you, Mr. Doggett: 

The Iowa ASC Committee feels for the year 1956 civil-penalty provisions of 
the soil-bank program should not be enforced. We feel that due to the lateness 
of the bill being passed and rush of getting the soil-bank program to our farmers 
there was considerable information which the farmer did not get and in some 
cases there was resultant misunderstanding which led to some of the farmers 
not carrying out their contract in full. We believe if this penalty is enforced 
it will cause a great deal of hardship in many cases and there will be a permanent 
ill feeling toward the entire farm program. 

Mr. Manwarina. We just did not believe Max and thought he was 
expanding it beyond its true perspective. We went ahead and said we 
would insist on it. Then we found we were not in a position to do so. 

Mr. Reuss. Through August 28, which is the date again of the 
reaffirmation by the Department of its policy that the law meant what 
it said and penalty would be collected, prior to August 28 had any 
elected official, either Federal, State, or local, and Democratic or 
Republican, made any request, written or oral, to the Department that 
the Department waive and forget about the collection of the 50-percent 
penalty for noncompliance with acreage reserve ? 

Mr. Manwarine. Not to my knowledge. 

Mr. Corrman. Nortomine. 

Mr. Reuss. No one recalls any such representation ? 

Mr. Meyer. I will say some men as individual farmers who may 
have been a candidate that we did not know about—— 

Mr. Revss. Surely, but to your knowledge no elected official made 
any representation. 

Now according to the General Accounting Office a meeting was held 
in Des Moines, Iowa, on August 29—that is the d: ay after the “August 28 
letter—at which officials of the Department of Agriculture were 
present and at which the 50-percent penalty for noncompliance was 
discussed. 
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Will you tell us where the meeting was held, who was present, and 
in general the purpose of it? 

Mr. Manwarine. Dw ight tells me I was pretty near at that meeting, 
that that was a meeting where Mr. McLain, Mr. Leigh, and I—I will 
have to check this to be sure—where we went to Iowa to discuss some 
problems with respect to individuals, the action of individuals, on our 
State committee in Iowa. 

Mr. Reuss. By Mr. McLain you mean Assistant Secretary of Agri- 
culture, Marvin McLain? 

Mr. Manwartne. Yes, sir. That day if that is the meeting, Mr. 
McLain, Mr. Leigh, and I did discuss these problems with respect to 
the State committee. We did not discuss this problem with respect 
to compliance with the acreage reserve. 

The next day Mr. Leigh and : returned to Washington. Mr. 
McLain remained in Des Moines. I do not know. My understanding 
of his activities the next day was that he did meet with some people in 
Towa again with respect to the actions of this State committeeman 
but not with respect to this particular provision. 

Mr. Reuss. By the next day what day would that have been ? 

Mr. Manwartne. I will have to get both dates. 

Mr. Reuss. Give us both. 

Mr. Manwaring. I cannot remember either of them now. 

Mr. Founrarn. Would you please supply those for the record. 

(Mr. Manwaring later supplied the following information :) 

According to my records I arrived in Des Moines, Iowa, midafternoon, August 
29, 1956, and left Des Moines at 6: 25 a. m., August 30, 1956. 

While in Des Moines I raet with Mr. McLain and the director of our Midwest 
area discussing some personnel and policy matters. As indicated in the hearing 
record, I do not recall that I discussed the problem of acreage reserve compliance 
with them 

The records of Assistant Secretary Marvin L. McLain indicate that he arrived 
in Des Moines in the evening of August 29, 1956. He was there on August 30, 
and was back in Washington on August 31. 

Mr. McLain has indicated that he does not recollect with whom he may have 
discussed Department programs and policies other than that he probably talked 
with a number of persons on a variety of subjects during his short stay in 
Des Moines. 

Mr. Reuss. Were you in Washington on August 28 which was the 
date that Mr. Meyer sent out the letter to Iowa that we are describing ? 

Mr. Meyer. Yes, I was. 

Mr. Reuss. You were because obviously you sent out the letter but 
how about Mr. Manwaring ? 

Mr. Meyer. He would have to check his calendar to check it. 

Mr. Manwarine. I can check it but I do not know now. 

Mr. Reuss. Your signing that letter that date does not indicate that 
Mr. Manwaring was not in Washington ? 

Mr. Meyer. It would not have made any difference. 

Mr. Reuss. Getting back to this meeting on or about August 29, 
1956, in Des Moines, at- which Assistant ‘Secretary of Agriculture 
McLain was present, who else was present ? 

Mr. Manwarrina. I do not know the answer to that. On the day 
following the day when Mr. McLain, Mr. Leigh, and I were there, 
that day we were the only three there. 

Mr. Reuss. No elected officials present ? 

Mr. Manwarinea. No, sir. 
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Mr. Reuss. You do not have any idea who was present at the meeting 
the next day ? 

Mr. Manwarine. No, sir, I do not know what meetings he held the 
next day. I do know he ‘discussed with some people in Iowa the 
actions of one of our State committeemen which had nothing to do 
with this whatever. 

Mr. Reuss. You do not know whether or not the 50-percent penalty 

was discussed at that meeting? 

Mr. Manwarina. No, sir. I can reach an assumption that during 
the time he was there he did discuss with somebody this problem be- 

‘ause he met with the State committee and it is not unlikely at all—we 
would have to check with Mr. McLain—it is not unlikely that the 
State committee, Mr. Max Soeth and the other members of the State 
committee, again reiterated to him that they had a number of cases 
out there and such a number that they could not live with it if we 
persisted in applying this civil penalty and did not do something to 
permit these farmers to terminate. That, I think, is a reasonable 
assumption. 

Mr. Reuss. Leaving assumptions aside, have you or any other of 
you gentlemen ever heard of a meeting in Des Moines, Iowa, on or 
about August 29, 1956, which was attended by, in addition to Assistant 
Secretary of Agriculture Marvin McLain, Governor of Iowa Leo 
Hoegh, Congressman James Dolliver, and various elected members of 
the Iowa Legislature ? 

Mr. Manwarrne. No, sir. 

Mr. Reuss. None of you have ever heard of any such meetings? 
You cannot be sure it didn’t take place? 

Mr. Manwarrnea. I was not there. I was there 1 day. Mr. Me- 
Lain stayed over and I came home. 

Mr. Reuss. Mr. Naughton had some information obtained, I be- 
lieve, from the General Accounting Office on that point. Since these 
gentlemen had no direct participation, it might be well to put that in 
the record. 

Mr. Founrarn. If there is no objection, we will make this report 
of the GAO a part of the record. It is not dated, but, as I recall, it 
was sent to the full Committee on Government Operations January 
7, 1958, as per request of Mr. Poland, chief counsel of the Govern- 
ment Operations Committee. 

(The report appears as exhibit C on p. 141 of the appendix.) 

Mr. Naveuton. With respect to the meeting in Des Moines, the re- 
port makes this comment, and I am quoting: 


After the Department of Agriculture announced on August 22, 1956, that the 
penalty provisions would be enforced, a delegation from Boone County, consist- 
ing of the county ASC committee and office manager, farm leaders, State repre- 
sentatives, and Congressman James Dolliver, met with the Governor of Iowa, 
Iowa ASC Committee, and Mr. McLain, Assistant Secretary of Agriculture, in 
Des Moines, Iowa, on August 29, 1956, and requested them to consider relaxing 
the penalty provisions of the regulations with respect to Boone County. The 
ASC State committee pointed out to the delegation that “similar situations ex- 
isted in other counties and that there had been some confusion in regard to the 
requirements or regulations.” 

On August 30, 1956, the Governor of Iowa requested the Secretary of Agri- 


culture to waive penalty provisions and compensation requirements for partial 
compliance. 
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Mr. Reuss. Do any of you gentlemen know about the request of 
the then Governor Hoegh, of lowa, on August 30 that has just been 
referred to? 

Mr. Manwarrina. I didn’t see it. 

Mr. Founrarn. None of you know anything about the meeting? 

Mr. Meyer. This is the first time I heard about it. 

Mr. Reuss. None of you know about this meeting, or a communica- 
tion dated August 30, 1956, from the Governor of Iowa to the Depart- 
ment of Agriculture, with reference to the 50- percent penalty ? 

Mr. Corrman. No, sir. 

Mr. Meyer. We could, I think, check our record on that. We may 
have had some recommendation from the Governor. We had had 
contact with him on several occasions about the disaster condition out 
there. 

Mr. Reuss. What I was getting at was you have all testified that 
as of August 28, there had been no representations made to your 
knowledge by elected officials of any party at any level concerning 
the 50-percent penalty, and the possibility of not applying it. Here 
in the GAO’s report is the information that the Governor of Lowa, on 
August 30, following a meeting on August 29, sent in such a formal 
request. 

Mr. Fountarn. The meeting was on August 29? 

Mr. Reuss. The meeting was on August 29. The letter of Gov- 
ernor Hoegh was dated August 30. I request that be placed in the 
record. 

Mr. Founrarn. If there is no objection, that will become part of the 
record. 

(The letter referred to follows :) 


Hon. Ezra T. BENSON, 
United States Secretary of Agriculture, 
Washington, D.C. 


My Dear Mr. Secretary: The farmers of Boone County, Iowa, find themselves 
today in a unique and difficult situation regarding compliance with the 1956 
Soil Bank Act due to an unintentional error on the part of the Boone County 
ASC committee and its office manager, Mr. Joe Romedahl. In July at a district 
instruction meeting for county ASC office managers and committee chairmen, 
Mr. Romedahl and Mr. John Dawson, Boone County chairman, understood Mr. 
Gerald Rundlemann, the district ASC fieldman, to state in answer to a question 
that if a producer signed up an acreage reserve contract for 100 percent of what 
he would be eligible for, he would not be subject to a penalty and would be paid 
in full for what he carried out if it were at least 10 percent of the soil-bank corn 
base. Out of over 2,000 contract signers in Boone County, about 400 signed 
contracts for the full amount they were eligible for, and have carried out 
destruction in the amount ranging between 10 and 100 percent on the basis of 
what they were told by the county staff at signup time. Most have destroyed in 
the range between 25 and 50 percent. 

On August 23, a directive of Washington origin was received at the Boone 
County office stating that each contract must be carried out to the full extent 
of that signed up and, failing to do so, all payments will be canceled and a statu- 
tory penalty of 50 percent of the payment levied against the producer. 

I feel that this is an injustice to the farmers affected in Boone County who did 
nothing knowingly or willfully to violate their contracts and acted in good faith 
under the impression of statements made to them by the county committee and 
its office manager, Mr. Romedahl, who has served capably in that capacity for 
the past 14 years. 

It is important that this dilemma be relieved immediately, not only because of 
its effect now on the Boone County attitude toward the soil bank but for future 
years. Your Assistant Secretary, Mr. Marvin McClain, met personally with a 
10-man delegation from Boone County today to hear the matter and will no doubt 
make personal presentation to you. 
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It is felt that you can clear the air by implementing section 103 (a) (ii) of the 
act and the producer be paid on the basis of what he destroys over 10 percent of 
his soil-bank corn base without penalizing him for error created by Government 
personnel. All in Boone County understand that every acre signed into the 
soil bank in future years must be complied with 100 percent. 

I trust prompt action will be taken to correct this situation. 

Sincerely yours, 
Leo A. Horen, Governor of Iowa. 


SEPTEMBER 13, 1956. 
Hon. Leo A. Horexu, 
Governor of Iowa, 
Des Moines, Iowa. 


Dear GOvERNOR HoreH: This is in reply to your letter of August 30, in which 
you explain the situation in Boone County, Iowa, having to do with the 1956 
acreage reserve program. 

This matter has been called to our attention by Assistant Secretary McLain, 
and, along with some other similar situations, has been given much study. A 
definite decision has not been reached as yet, but we are making every effort 
to handle the matter properly. We do appreciate your interest and thank you 
for calling it to our attention. 

There have been many difficulties arising from the 1956 soil-bank program. 
We are now preparing the 1957 programs, and will be able to present them to 
the farmers in a much better manner. 

If our Department can be of service at any time, please feel free to contact us. 

Sincerely yours, 
TRUE D. Morse. 


OcTOBER 16, 1956. 
Hon. Leo A. HorecH, 
Governor of Iowa, 
Des Moines, Iowa. 

Dear GOVERNOR HoEGH: Some time ago we received a copy of your letter of 
August 30, 1956, in which you set forth the difficulties arising in Boone County, 
Iowa, in the 1956 acreage reserve program. 

We anticipated a change in the civil penalty requirements, and admit that 
it took some time to work out this matter in detail. We are enclosing a copy 
of the press release and of soil-bank notice 15, which cover the final decision on 
the matter of civil penalties and the application of the minimum requirements 
for 1956. Wetrust these meet with your approval. 

We have an additional problem in the handling of a limited number of errors 
or misunderstandings by farmers which cannot be covered by the above regula- 
tions. We hope to be able to work out some solution whereby we may dispose 
of these unusual cases. 

We appreciate your interest in the soil-bank program and also in doing every- 
thing you can to help take care of the problems affecting the farmers in your 
State. 

Sincerely yours, 
MARVIN L, McLAIN, Assistant Secretary. 

Mr. Fountatn. That letter to the Secretary requested him to waive 
the penalty provisions and to compensate farmers for partial compli- 
ance, according to the GAO report. 

Mr. Reuss. This morning is the first any of you have heard of a 
letter dated August 30, 1956, to Secretary Benson, from Governor 
Hoegh ? 

Mr. Doccetr. I don’t recall the letter. 

Mr. Reuss. In this letter, incidentally, Governor Hoegh, after 
referring to the 50 percent penalty, says: 


I feel that this is an injustice to the farmers affected in Boone County who 
did nothing knowingly or willfully to violate their contracts and acted in good 
faith under the impression of statements made to them by the county com- 
mittee’s office manager, who has served capably in that capacity for the past 
14 years. I trust action will be taken to correct this situation. 
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None of you has seen this letter or were aware of its existence 
until this morning ¢ 

Mr. Doacerr. No, sir. 

Mr. Manwarinea. No, sir. 

Mr. Reuss. No further questions at the moment, Mr. Chairman. 

Mr. Fountain. Mr. Manwaring, you said that right after you sent 
that August 28 memorandum to the Iowa State office, you began re- 
ceiving a deluge of complaints about enforcing the penalty provisions. 
Who did you get them from ? 

Mr. Manwarine. We received them again from our State office, the 
State committee. Some of our people were out there. Mr. McLain 
came back and did report that he had been waited on by the State 
committee, and that he thought there were more than we understood. 
Most of what we had was, again, by telephone, by word of mouth. 
I don’t know, Mr. Meyer, if you had a report from your folks in 
the field or not in connection with it. 

Mr. Meyer. Yes. I think I was out there about that time and 
could see for myself what the situation was. I felt too that this 
would be a very disasterous thing to have happen for the soil-bank 
program, because I had some faith and confidence in the program 
accomplishing some good. I felt that, with the exacting of penalties 
against farmers who I felt honestly did not understand the provisions, 
and in some cases maybe had actually been given wrong interpreta- 
tions of the regulations, that it would create an unbearable situation. 

Mr. Fountain. What was the basis for your conclusion that they 
misunderstood ? 

Mr. Meyer. There were a number of things that were brought to 
my attention. For instance, I mentioned a while ago that there was 
an interpretation made that when we said “substantially” we meant 
51 percent. Several counties reported that they had interpreted it 
to mean that, so they in turn had told their farmers that. 

In another case, the county office manager had indicated, I don’t 
remember what the percentage was, but it was a very low percent: ge, 
that a farmer would get paid for what he did, that if he complied with 
a part of his contract, carried through on a percentage of his agree- 
ment, he would collect payment on it. 

There were some indications that the interpretation, for instance, 
of what the grazing violations might be, were erroneously explained 
in the field. In one meeting a fellow came to me and asked me if the 
neighbor’s cows broke into ‘the acreage-reserve tract at night, and he 
found out the next morning that they had been in there, he said, 
“Would that be a grazing violation?” And I said, “Not the way I 
interpret it. It has to be ‘willfully and knowingly.’ 

He said, “My county office manager told me that.” 

That was a case where these fellows were w anting to be firm on the 
safe side, but it wasn’t realistic. 

Mr. Fountain. Were you given any indication of the number of 
farmers who misunderstood ? 

Mr. Meyer. In some of these counties in the drought area they had 
four, five, six hundred agreements. I believe 1 went up to 1,400 agree- 
ments. 

Mr. Fountarn. Of course, in any program you have there are always 
a few people who misunderstand. 
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Mr. Meyer. In some counties some of the people, maybe as many as 
half of their farmers, it was felt, would go halfway but wouldn’t fully 
comply. 

Mr. Founratn. Was there any survey to determine the extent of 
misunderstanding before you reversed the policy? 

Mr. Meyer. I question if there was very much performance checking 
in the field during that period of time to make a complete report or 
survey on it. It was based on the statements and opinions of the 
people administering the program out in the local areas. 

Mr. Founrarn. Just to give you an indication of the attitude of 
some of your people, I noticed in the report of the Comptroller General 
a statement as follows: 

In Boone County, Iowa, the farmers were advised by the county office when 
they were signing the agreement in July that they would be eligible for soil-bank 


payments and would not be penalized if they complied with 10 percent of their 
agreement, the county office manager advised us— 


this is the Comptroller General’s office speaking— 


that he disregarded the county instructions because, and the chairman of the 
State office committee overheard a fieldman at a State office meeting telling one 
of the county office representatives that if a producer complied with 10 percent 
of his agreement he would be compensated for partial compliance and would 
not be penalized. The State fieldman denied making that statement. 

Did your office at any time give any impression to the people in the 
field that ultimately the penalty provisions would not be enforced ? 

Mr. Meyer. Not up until after the 28th of August. This is a case 
that you cite there, something that happened in July, I believe you 
said. 

Mr. Fountarn. Was any action, disciplinary or otherwise, taken in 
connection with the county officer who said he disregarded the 
instructions ? 

Mr. CorrMan. Do we have this report? 

Mr. Fountarn. I do not know. 

You have the information, I understand. 

Mr. Manwarrine. It has never come to my attention that the man- 
ager made any such statement or the fieldman, either. 

Mr. Ponp. We discussed with the GAO investigators this matter 
but we requested copies of the report and never have received them. 
This is purely some word of mouth that I received with respect to this 
matter. That isall. 

Mr. Micuert. You asked for a written report from GAO and they 
did not give it to you? 

Mr. Ponp. Yes. We requested a full written report from GAO in 
order to see what may be done. 

Mr. Fountarn. Mr. Kane, from GAO, would you like to comment 
on that? 

Mr. Kane. The report was made for the committee and due to that, 
we would not release it without your permission. 

Mr. Fountatn. The request was made by the full committee, by 
Mr. Poland, I believe. 

Mr. Kane. That is right. 

Mr. Navueuton. Was any request made to the committee that the 
report be given to the Department of Agriculture? 

Mr. Ponp. No. I never knew offic ially that the investigation was 
for the purpose of supplying information to this committee or the 
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Government Operations Committee. It was indicated once or twice 
that that may have been the case, but I did request recently again a 
copy of the report in order that we might be able to know what had 
transpired. 

Mr. Manwarina. I think we will say, Mr. Chairman, that we cer- 
tainly do not condone any such statement or any such action, and that 
we will take such action to correct it as is needed. 

Mr. Fountain. We will make a copy of the report available. I can 
understand GAO’s position, since the report was made to the full Gov- 
ernment Operations Committee chairman, and referred to the sub- 
committee. 

Mr. Manwarina. This is the first I ever heard of that and had no 
idea such statement was made in July. 

Mr. Founrarn. There is quite a bit of other information in here, I 
believe, you might find very interesting. 

Mr. Micuet. The full committee is guilty, I might observe, of the 
very same things we are criticizing a lot of our departments for. 

Mr. Founrarn. The full committee had requested information from 
the GAO and I do not know that they are obligated to forward every- 
thing they receive to the Department when it has not even been directly 
requested. 

Mr. Reuss. Mr. Chairman, I believe that the Department has been 
aware for some time, for more than a year, that the Government Oper- 
ations Committee was interested in this problem of the failure to en- 
force the 50-percent penalty that we are talking about. So far as I 
know, the Department of Agriculture never made any request what- 
ever to the Government Operations Committee or any subcommittee 
thereof for a copy of this GAO report; did it? 

Mr. Manwarine. No, I think not ; no formal request. 

Mr. Reuss. Or informal ? 

Mr. Ponp. Yes. 

Mr. Micuew. He said two different times it was requested. 

Mr. Founratn. To whom did you make this request ? 

_ Mr. Ponp. I requested a report of the GAO investigators, two of 
them at least. 

Mr. Fountarn. But you did not request the committee ? 

Mr. Ponp. No. I did not know that their investigation was to serv- 
ice this committee, or the Government Operations full committee. 

Mr. Navucuton. I might say, Mr. Chairman, that I did not know 
the Department of Agriculture had asked for a copy or that they did 
not have a copy. 

Mr. Reuss. Speaking for myself on this point, because I feel as 
keenly as Congressman Michel about secrecy in Government, if a re- 
quest had been made by the Department of Agriculture to our Gov- 
ernment Operations Committee I, and I am sure my colleagues, would 
have immediately made the report fully available. 

Mr. Micuet. I think their request was properly made to the GAO. 
If they were preparing it—and they are supposed to be an arm of the 
Congress and an aid to all Government agencies—I do not know why 
the information should have been withheld. 

Mr. Reuss. The Comptroller General, Mr. Campbell, is appointed 
by President Eisenhower. It seems to me it is a moot question. 
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Mr. Founrarn. I think the GAO made the report pursuant to the 
request of the full committee and apparently felt that they should 
not release it without the approval of the full committee. Anyway, 
after having read it I would say this: If they had asked me for the 
report I w ould have been very glad to have made it available. 

Mr. Ponp. Mr. Chairman, just to clarify that point a little further, 
it has been within the last few weeks, I believe, that we requested 
again informally of the GAO representative, if we could have a copy 
of that report. I am sure the GAO representative who is here would 
be glad to confirm that fact. He just said “We are sorry, but it is not 
for you folks.” 

Mr. Fountarn. Compared with the period of time it takes us to 
get information from the Department, and some of the other agencies, 
I would say that a period of a few weeks is a very brief period of time. 

Mr. Ponp. No, but I asked for it a year ago ‘this last summer also 
at the time this investigation was being made in the Iowa office. 

Mr. Naveuron. It was not made until January of this year 

Mr. Ponp. But I requested it at the time it was being made. I 
said, “Can we have a copy of the report of investigation w hich you are 
now making? > As I recall now, sometime during the winter, when I 
was asked some further questions, I at that time also s: aid, “W ill we be 
able to get a copy of the report?” In substance, that was the ques- 
tion. 

Mr. Founrarn. What was the reply ? 

Mr. Ponn. He said “Sorry, but I don’t know that you will get a 
copy. Maybe a copy will ‘be made available to the Secret tary of 
Agriculture.” 

Mr. Naveuton. Did the GAO suggest you contact the committee 
for permission ? 

Mr. Ponn. No. I repeat, I didn’t know the investigation was for 
this committee. 

Mr. Reuss. Did you ask whoever you talked to in the GAO whether 
the report to which direct access was being denied you was produced 
for any other agency, such as congressional committees ? 

Mr. Ponp. They were making an investigation, and they make in- 
vestigations continuously, as you know, of different department mat- 
ters, and there was no way of our knowing unless they told us spe- 
cifically that this was other than just an ordinary investigation which 
GAO has congressional authority, I understand, to make. 

Mr. Reuss. I would be distressed to hear that the GAO refused to 
tell the Department of Agriculture, if the Department of Agriculture 
asked it, the name of the congressional committee for which it was 
preparing a report, so that the Department could go to the committee 
and say “See here, we would like to have this.” 

Mr. Manwarrine. Apparently we did not ask that. 

Mr. Reuss. It looks to me as if the whole unfortunate thing was 
caused by the falure to ask the one additional question. 

Mr. Fountrarn. I might say the reverse is quite true, when they do 
something for the Department. I know in a number of instances GAO 
has insisted we get the information from the Department and not 
from them. 

Mr. Manwarrine. You get caught in the middle both ways. 

Mr. Reuss. They are very fair, it seems to me, in the approach they 


take. 
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Mr. Ponp. If I may add this point, Mr. Chairman, I had the feel- 
ing during some of the liaison work that from the comments I had 
received, that they were doing their job and we were to do ours, and 
we had very cordial relations with them. I have no complaint what- 
soever with the gentlemen with whom we worked, but I got the feeling 
from them that “We want this information and we will use it as we 
see fit. Maybe the Secretary of Agriculture will get a copy.” 

Mr. Naucuton. We presently are trying to get hold of a number of 
reports which the Department has made available to the Comptroller 
General, but has told the Comptroller General he is not to give to the 
subcommittee. Do you suppose you could use your influence with the 
Secretary to enable us to get access to those reports? 

Mr. Manwartne. We might make a trade some way. 

Mr. Naveuton. We will give you our report right now. 

Mr. Founrar. I think we could all use some lunch. The subcom- 
mittee stands recessed until 2: 30. 

(Thereupon, at 1:35 p. m. the subcommittee recessed, to reconvene 
at 2: 30 p. m. the same day.) 


AFTERNOON SESSION 


Mr. Founrarn. The subcommittee will come to order. 

Let the record show that a quorum is present. I inadvertently left 
that statement out of the record this morning; however, there was a 
quorum present at the beginning of the hearing. 

Gentlemen, in his letter to the Comptroller General, the Secretary 
indicated that because of the general misunderstanding of the penalty 
srovisions about which we have been talking, he believed that it would 
Ga in the public interest for him to terminate and amend agreements 
and not to collect penalties that would become due if crops were 
harvested. 

The Comptroller General replied on September 14 that on the basis 
of the representations made by the Secretary, and under the circum- 
stances set forth by the Secretary, the General Accounting Office would 
not be required to object to this proposed action. 

Would it be correct to say that the Department was taking the posi- 
tion that it would be in the public interest to terminate, or amend an 
agreement which might otherwise work a hardship on a farmer because 
that farmer had not realized what he had signed up for? 

Mr. Manwarine. I think that is a correct statement. 

Mr. Fountain. Was the Department also taking the position it 
would be in the public interest to terminate or amend agreements, 
where the producer had realized exactly what he had signed up for but 
decided to violate his agreement because he would make more from 
harvesting the crop than he would from the soil bank ? 

Mr. Corrman. I think that is not right, Mr. Chairman. The con- 
dition was a general one. The Department felt that because of the 
general misunderstanding the only solution was to terminate all those 
contracts where the producer wanted out. 

Mr. Fountrarn. Regardless of whether he understood or not? 

Mr. Corrman. By the time he examined the individual producers 
and tried to find out whether they individually misunderstood or not, 
it would be too late to do any good. The penalties accrued a short 
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time after the date this took effect, so it either meant release him 
from his obligation, or provide no relief at all. 

Mr. Founrarn. Then, I take it, no effort was made to determine 
just what the indiv idual situation was and to terminate a contract on 
the basis of that situation ? 

Mr. Corrman. That is right, so far as his individual understand- 
ing or misunderstanding about the program was concerned. 

Mr. Founrarn. Then I assume the Department did not intend each 
agreement should be handled on an individual basis and terminated, 
or amended, only where it appeared the producer was acting in good 
faith and had honestly misunderstood the agreement ? 

Mr. Corrman,. That is right. It was intended to terminate them 
on a general basis. 

Mr. Founrarn. In other words, it was decided to terminate and 
amend the agreements on a blanket basis without regard to whether 
or not the producer concerned had acted in good faith ? 

Mr. Corrman. With reference to determination, yes, but on amend- 
ing it to reduce the acreage and pay them, that was handled on an 
individual basis. But still again, no individual determination was 
attempted as to whether the particular producer misunderstood a 
provision or not. 

Mr. Fountarn. You terminated on a blanket basis but you amended 
on an individual basis? 

Mr. CorrmMan. Yes. 

Mr. Manwarrnea. Again, I think that we should make it clear we 
did not, even on an amended basis, attempt to ascertain whether that 
farmer was in the position that he needed the contract to be amended 
because he did not understand the program. That we should make 
clear; we did not undertake to do that. 

Mr. Corrman. We did not think that it was practicable. In the 
time that we had to make that kind of a determination it would be 
too late to do anybody any good. 

Mr. Manwarrtne. Neither was it equitable. If we had taken a 
man’s word for it, we would then have rewarded a man who falsified 
his statement and left out the man absolutely honest, and we felt 
once we had decided on this course we had best take them and pay 
them on the basis of what we obtained in the way of performance 
from them. 

Mr. Fountatn. How do you reconcile that with this statement made 
by Mr. Benson in January of 1957 before the Agriculture Commit- 
tee appearing on page 8 of the beadtoen as follows: 

I might say, Mr. Chairman, there may be cases of penalty even yet on the 
1956 compliance, but in these cases in question we checked very carefully on 
the good faith of the farmers. It seemed very clear that the program was late 
in getting started. Some went into the program in good faith, not fully under- 
standing. 

On the basis of the evidence and after submitting it to the Comptroller Gen- 
eral, in certain cases we did waive the penalty. 

* * * Tn the case of those we did waive we made it very clear that this was 
not a general policy to apply in the future. It was only in cases where farmers 
could show they went in in good faith but did not fully understand just what 
their obligations were. 

Mr. Manwarinc. When you first began reading that I concluded 
ycu were talking about the determination in the beginning; that is, 
the information we had as a basis for asking the Comptroller Gen- 
eral’s opinion. 
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Mr. Fountain. To be sure that I do not get something out of con- 
text, let me read the whole statement beginning on page 7, and I 
quote : 


The CHAIRMAN. I understood that as late as August the Department issued 
a statement to the effect that the Soil Bank penalties would be collected, and 
that after August—in late September or October, to make it perfectly plain— 
just before election you waived all penalties and you collected no penalties 
under the program at all. Some farmers had strictly complied with the terms 
of the contract, plowed up the crops that were to be plowed up according to 
the provisions of the contract, and you then across the board waived the penalty. 

Secretary Benson. I will ask Mr. Farrington to comment on that, Mr. Chair- 
man. 

Mr. Farrineton. Mr. Chairman, I do not know about the statement of waiv- 
ing all penalties. Quite a few contracts were entered into on the basis of 
misunderstandings, 

The CHAIRMAN. I do not know about any misunderstandings. You sign a 
contract written in plain English. The farmer went into it with his eyes open, 
and the Department certainly knew that you had directed that a penalty be 
collected. Certainly all the farmers did not misunderstand. 

Mr. FARRINGTON. The contracts were not canceled with all farmers. 

The CHAIRMAN. All those who cannot collect misunderstood. Now, the Sec- 
retary says that no civil penalties were collected so far as he knows. If some 
farmer could show that he did misunderstand the contract it would be a differ- 
ent proposition, but certainly all of them could not have misunderstood. 

Mr. Farrineton. There are a number of misunderstandings, Mr. Chairman. 
The program had been out only a few weeks when the contracts were entered 
into. There were misunderstandings not only on the part of the farmers them- 
selves, but on the part of our field personnel who explained them. 

In those circumstances we felt that under general principles of the law, and 
the rather broad authority given to the Secretary in the act, where those mis- 
understandings existed the contracts could be canceled. 

We prepared detailed opinion on that, sir, which was referred to the Comp- 
troller General, because it involved spending powers, and the Comptroller Gen- 
eral agreed with us. 

We would be happy to submit those opinions. 

The CHAIRMAN. That was on the basis of mutual mistake in the execution 
of the contract? 

Mr. FARRINGTON. That was one factor; yes, sir. 

Secretary BENSON. I might say, Mr. Chairman, there may be cases of penalty 
even yet on the 1956 compliance, but in these cases in question we checked very 
earefully on the good faith of the farmers. It seemed very clear that the 
program was late in getting started. We were crowding out a new program 
and were anxious to get it into operation so it would benefit the farmers. Some 
went into the program in good faith, not fully understanding. 

On the basis of evidence and after submitting it to the Comptroller General, 
in certain cases we did waive the penalty. 

The CHAIRMAN. The law of mutual mistakes is pretty well understood by 
lawyers on this committee. I do not see how it could be possible that a mutual 
mistake invalidated all the contracts. 

As we go into the program in 1957 it seems to me that the farmers are 
likely to anticipate that the penalty provision would not be effective and they 
will go ahead and rescind the contracts in 1957 as they did in 1956. 

Secretary Benson. I think not, Mr. Chairman. In the case of those we 
did waive we made it very clear that this was not a general policy to apply 
in the future. It was only in cases where farmers could show they went in 
in good faith but did not understand fully just what their obligations were. 

Not only that, there will have been more time now for the farmers to become 
acquainted with the provisions of the program, so we do not anticipate there 
will be any difficulty on this score. 


Mr. Manwarrne. I think he was still talking about the types of 
cases that caused us to make this change. All contracts were not 
permitted to be terminated. All penalties were not waived. There 
were some penalties collected even in the face of this change, but in 
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view of the situation as it was known to exist at the time, we did 
ermit a termination, or a revision of the contract and paid on the 
asis of compliance we did get. There was no payment made for 

noncompliance. 

Mr. Corrman. It seems to me that he was referring to 1956. He 
was particularly pointing out that he was not setting a precedent, but 
it had been shown in 1956 that there were definite misunderstandings 
and his action was taken in the light of that. That is the impression 
that I got. 

Mr. Fountain. That is a part of his statement, but he says: “In 
these cases in question”—and he had already referred to 1956 com- 
pliance—“‘we checked very carefully on the good faith of the farmers.” 

Mr. Manwartnc. We did not check on the individual farmers, Mr. 
Chairman. That remains as a fact. We did not ask the committees 
to check to ascertain whether the farmers misunderstood or did not 
misunderstand. We allowed him to terminate or amend after that 
decision came out. 

Mr. Doccerr. I am quite sure that varied by counties. I think in 
some counties where they knew that they had given the correct in- 
formation they were very reluctant to waive. I think that Boone 
County, Iowa, was mentioned this morning. Personally, I know 
nothing about it, but I would assume if they knew they had given 
incorrect information to their farmers they would be more than. glad 
to take advantage of this provision and release their farmers. 

Mr. Fountain. The more I read this the harder it is for me to con- 
clude, in view of the blanket termination, that he went into each 
individual case on the termination of good faith. What he may have 
meant is that where they went into the program in good faith but 
misunderstood there was a blanket termination. Those who did go 
into it went into it in good faith, but enough of them misunderstood 
to justify reversing the policy. 

Mr. Manwarrne. Yes, plus the fact that again we did ask the county 
committee to carefully examine each case to be sure we were paying 
for action performance, whether it be 10 acres where the contract was 
for 30, or some other figure. 

Mr. Fountain. Mr. Naughton has just handed me a release from 
the Department of Agriculture dated September 21, 1956, which reads 
as follows at the beginning: 

“Farmers who did not fully understand the 1956 acreage reserve soil-bank 
program at the time of entering into agreements will be given an apportunity to 
revise or cancel such agreements,” Secretary Benson said today. 

What Mr. Naughton is emphasizing by handing me this is that 
only those farmers who did not fully understand, according to this 
release, were the ones who would be given an opportunity to revise 
or cancel such agreements, but that is not actually what took place. 

(Full text of ‘the September 21 release is as follows: ) 


FARMERS GIVEN FourRTHER OpportuNIry To Revise 1956 AcrREAGE RESERVE 
AGREEMENTS 


“Farmers who did not fully understand the 1956 acreage reserve soil bank 
program at the time of entering into agreements will be given an opportunity 
to revise or cancel such agreements,” Secretary of Agriculture Ezra Taft Benson 
said today. 
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“It has become apparent that, as a result of delay in the passage of the soil- 
bank legislation, some farmers did not have opportunity to fully understand 
the program in view of the short time available to put it into effect for 1956 as 
required by law,” Secretary Benson explained. “Consequently, there was mis- 

understanding on the part of some farmers as to their obligations under the 
agreements they signed. 

“There are cases where farmers understood that the agreement did not 
require them to reduce their acreage unless they expected to be compensated under 
the agreement and that their only loss for failure to make a reduction in their 
acreage would be a forfeiture of the compensation. As a result, a number of 
farmers did not dispose of crops growing on land designated for the acreage 
reserve by the deadline for so doing and do not expect compensation under the 
program. These farmers will be released from their agreements. 

“Other farmers disposed of only a portion of the crops growing on their acreage 
reserve, believing that they would be entitled to payment on that part of the 
acreage which they disposed of. These farmers will be permitted to enter into 
revised agreements covering the portion of their crop that was actually placed in 
the acreage reserve. 

“This action is being taken with respect to the 1956 acreage reserve program 
because it was a new program which was put into operation so speedily that 
some farmers misunderstood some of the details,” the Secretary emphasized. 
“It is not to be regarded as a precedent which will be followed in connection 
with 1957 and subsequent programs. 

“Regulations and instructions covering the detailed requirements will be 
issued at an early date.” 

Mr. Manwarina. No, it is not. As a matter of fact, in the memo- 
randa to the Comptroller General we said : 

Accordingly, I have determined it would be in the public interest to take 
the following action: 

(1) To terminate the agreement in those cases where the producer desires 
such action. 

(Correspondence between the Department of Agriculture and the 
General Accounting Office appears as exhibit D on p. 145 of the 
appendix. ) 

Mr. Fountatn. Right at that point, as I understand it, you did not 

wait for a producer to express his desires. There was a blanket deter- 
mination without the producer even making a request. 
_ Mr. Corrman. That is true. At the time that we received the 
Comptroller General’s opinion, we concluded that it would be too much 
delay in waiting for each farmer’s request to come in. Furthermore, 
if you did that there would be a number of farmers who would not 
even make the request, and who would have gone out and prejudiced 
their position by harvesting the crop and subjected themselves to a 
penalty while others who took the step to come in and request termina- 
tion would have been let out. We felt it was only equitable to release 
them all and not try to discriminate between them. 

Mr. Fountarn. There were some who complied and kept their con- 
tracts? 

Mr. Corrman. That is right. 

Mr. Manwarine. The second part is to enter into a supplemental 
agreement. 

Mr. Corrman. They had to come in and sign a revised agreement. 
Those whose agreements were simply terminated did not have to. 

Mr. Naueuron. We recently received information which appar- 
ently was calculated to lead us to believe the contrary in response to a 
letter of September 6 to Mr. Doggett. Quoting from our letter 


Question No. 4: It would be appreciated if you will provide the following 
information : A description of the procedures followed in terminating, or revising, 
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1956 acreage-reserve agreements after September 28, 1956, indicating particu- 
larly whether determinations were made on an individual basis for each con- 
tract, or on a blanket basis for all contracts. 

In his reply Mr. Doggett first gave us the supplement to the 1956 
acreage-reserve program regulations, and he advised that before this 
action was taken the approval of the Comptroller General would be 
obtained. He also gave a copy of the instructions given to the field 
in connection with implementing this supplement, and concerning that 
Mr. Doggett says on page 4 of his letter: 

Attention is called to the fact that the above instructions require that the 
determinations will be made with respect to “each” agreement, where the 
agreement is terminated, and that all revised agreements be clearly marked 
revised. Hence, each agreement was to be reviewed and determinations made 
thereon individually. 

(Full text of correspondence between Intergovernmental Relations 
Subcommittee and Department of Agriculture appears as exhibit E 
on p. 159 of the appendix.) 

Mr. Corrman. Let me say this, while I did not answer your letter 
I am aware of it. There was some misunderstanding, certainly on 
my part, as to what you were really getting at. Not until this morn- 
ing did I get the gist of what you are aay. but the question is— 
what do you mean by individual determinations? Each farmer was 
supposed to have been notified that his contract was terminated. I 
do not know if the record shows where in all cases that they did 
that. In the case of a revision, or an amendment of the contract, 
they did have to be handled on an individual basis and a determina- 
tion made as to whether or not the farmer had performed, whether 
he met the conditions of supplement 1. I discovered a little earlier 
what you are interested in is whether or not there was an individual 
determination made as to whether the farmer misunderstood the pro- 
gram or not. That is the first time I have understood what you are 
driving at here. The answer to that is, we did not make that kind 
of a determination. 

Mr. Manwartne. But we did make an individual determination as 
to each contract. ‘That was essential to know whether he should be 
terminated or whether he should be amended, or what should be done. 
The file had to be cleared on it and the farmer notified that he was 
terminated, or if he had to notify us he did want to amend. We 
did make a determination but we did not ask each farmer to come it 
and make an individual request on each case. 

Mr. Fountarn. You just notified them all individually. 

Mr. Naveuton. You did not have to notify each farmer under 
your regulations. 

Mr. Corrman. We drafted regulations to release them outright, 
but in the instructions that went out under those instructions the 
county officers were told to notify the producers. It is a fact that 
they were released on a blanket basis outright, and it was done de- 
liberately so that there would not be a problem. We certainly were 
not aware of misleading you. Certainly I was not aware of what 
you were driving at. 

_Mr. Navenron. Let me read from section (b) (3) of the instruc. 
tions: 


It will not be necessary to send a notice to the producers who have earned 
no compensation under an agreement. 
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This, of course, is in cases where contracts were terminated. 

Mr. Corrman. Yes. I stand corrected. I thought we had sent 
him a notice it was terminated. 

(Excerpts from the regulations and instructions appear as part of 
exhibit E on p. 162 of the appendix. ) 

Mr. Horrman. I wonder if the counsel will tell me just what he is 
trying to get at. As I understand, and from what I have read in the 
statement “put out, I get the impression that you are criticizing Secre- 

tary Benson, or his policies, whichever it may be, because he terminated 
some of these contracts and did not impose a penalty on those who did 
not comply. 

Mr. Founratn. We are making an inquiry to get into the record 
facts that will indicate pro or con whether or not it was wise and 
proper in the first place not to enforce the penalty. And, secondly, 
when they decided to terminate, whether they should have made a 
blanket determination, or investigated to reach a determination as to 
whether or not an individual farmer misunderstood. 

Mr. Horrman. And then an individual determination whether the 
penalty should or should not be waived ? 

Mr. Fountrarn. That is right. 

Mr. Horrman. To one of those questions at least the answer was that 
it was not practicable. Is that right? 

Mr. Corrman. That is right. 

Mr. Horrman. It would take too much time? 

Mr. Corrman. You would have no real way of knowing whether a 
farmer misunderstood or not. You did not have the time in the 
second place. Harvesttime was right at hand and unless these con- 
tracts were terminated before harvest they would do no good. He 
would have violated his contract and once the penalty has accrued you 
cannot terminate the contract. So if it were to be done at all it had 
to be done before the penalty had accrued. If the contract could have 
been terminated before any vested right or penalty had accrued, then 
the farmer was all right. If we let “him harvest that crop in viola- 
tion of his contract and a penalty accrued, then it would be too late to 
terminate his contract. So if we had made the effort to go out into the 
field and examine the individual farmers it would have been too late. 
Many of the farmers would have already harvested and incurred the 
penalty and there would be no way to forgive them for it. 

Mr. Horrman. If they violated their contracts a penalty was pay- 
able ? 

Mr. Corrman. We collected that and we did collect some penalties 
m 1956. 

Mr. Manwartna. We did not waive the penalty. We permitted a 
termination, or a revision of the contract. 

Mr. Corrman. Before the penalty accrued. 

Mr. Founrarn. They repealed the law so that a man could not be 
penalized. 

Mr. Horrman. You had that discretion. 

Mr. Corrman. We terminated the contract. It was legal for the 
Secretary. He had that legal authority and he utilized that in order 
not to have the farmers suffer this penalty. 

Mr. Horrman. That is what we have been trying todo. The United 
States district attorney in the Fourth District in Michigan tried to do 
that with wheat, but they make the penalty stick. 
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Mr. Corrman. If the penalty had accrued under the Soil Bank— 

Mr. Horrman. And the farmer had made a profit 

Mr. Corrman. We would be in the same fix we were on wheat. We 
could not have forgiven it; but we did take action to terminate these 
contracts before the penalties were incurred. 

Mr. Horrman. And then you could have helped him out? 

Mr. Corrman. That is right. No penalty came about. 

Mr. Horrman. In wheat you cannot do that. 

Mr. Corrman. That is right. That is a different kind of program 
That is a regulatory program, Mr. Hoffman. 

Mr. Docererr. We do it, in a sense, in a wheat contract. 

Mr. Horrman. No, you do not, not in dollars and cents. I know 
about that business. 

Mr. Doccerr. We allow a man to get into compliance. 

Mr. Horrman. How? 

Mr. Doceerr. If they come out and measure your farm and you 
have a wheat allotment of 20 acres and then find that you have 25 
acres, you are given an opportunity to plow that wheat down and get 
in compliance. 

Mr. Horrman. After it is harvested ¢ 

Mr. Dosceerr. No, sir. 

Mr. Horrman. I do not think that you know any more about wheat 
than I. 

Mr. Deaeetr. No; you cannot do it after harvest. 

Mr. Horrman. What is the use of fussing about that? You know 
very well that the courts time and time again in many States have 
removed that wheat penalty. 

Mr. Dogcerr. Yes. 

Mr. Horrman. And the district judge cannot do a thing about it. 
You know that. 

Mr. Dogeerr. Yes. 

Mr. Horrman. You know that the United States district attorney 
has no discretion. Somebody comes along and says “Prosecute.” He 
prosecutes, and they levy on the farmer, on his bank account, his 
tractor, and his farm. 

Mr. Doceetr. And we collect, and we have cases on these very same 
contracts. 

Mr. Horrman. As I understand the complaint here is that the 
Secretary exercises his discretion to help some poor farmer who signed 
up, but in wheat you will not do it. 

Mr. Reuss. There has been a lot of talk about the farmers here. 
What about the taxpayers? How many millions of dollars were lost 
to the taxpayers by the action of the Secretary in disregarding the 
50-percent penalty. 

Mr. Meyer. I think we ought to point out the extent of the reduction 
because of the revised agreements. That is the question that you are 
really asking. 

Mr. Reuss. How many millions of dollars were lost by Secretary 
Benso’s action of September 7 in failing to collect the statutory 
penalties | 

Mr. Meyer. Mr. Doggett gave a figure this morning showing that 
we finally have not paid on.about 280,000 acres out of a 5 million-acre 
total. 
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Mr. Reuss. Two hundred and eighty thousand were terminated ? 

Mr. Meyer. There were that many-changes in the contracts. There 
were some other reasons why contracts were changed. 

Mr. Reuss. Two hundred and eighty thousand out of 5 million 
acres ? 

Mr. Meyer. That is 5 or 6 percent. 

Mr. Reuss. Roughly, 5 percent of $180 million, or in the order of 
$9 million. 

Mr. Meyer. There are some other reasons why you actually pay on 
less acres than you have on your contracts. 

Mr. Reuss. So it did not exceed $9 million ? 

Mr. Meyer. At least substantially less. 

Mr. Corrman. You halve that. 

Mr. Reuss. $4,500,000 is the ceiling, and it was a sum less than that? 

Mr. Meyer. Yes. 

Mr. Reuss. Speaking as a representative of the taxpayers, even 
$4,500,000 in these days is important to them. I just wonder whether 
there interest was duly considered by the Department of Agriculture 
in making its decision on September 7 ¢ not to collect the money which 
otherwise would have gone into the Treasury and redounded to the 
benefit of the taxpayers. 

Mr. Manwanrrne. I think that we should point this out, this was not 
a matter of obtaining from the farmer and returning to the Treasury 
something the farmer had already received. 

Mr. Revss. I realize that. 

Mr. Manwartine. It was a matter in addition to not making any 
payment, going ahead and assessing a 50-percent penalty out of his 
pocket. 

Mr. Reuss. Which Congress, however, had most considerately pro- 
vided. There was not any doubt about w that I was being asked to vote 
on when I voted for section 123. 

Mr. Manwarrna. And there was no doubt in my mind what we were 
attempting to enforce, and attempting to administer when we thought 
the farmer completely understood, and was just definitely and con- 
sciously defying the provisions of the law. We found many of them 
were not doing that. They misunderstood, but then when we tried 
to administer a termination provision we found it was impracticable 
because of time, because of equity and for many other reasons. It 
was impracticable to apply it only to those who would certify they 
misunderstood and not apply it to those who said, “I cannot certify 
that I misunderstood.” We could not find a way to do it, though it 

yas in the public interest to terminate. 

Mr. Reuss. The fact is, from the standpoint of the taxpayer, had 
the Department of Agriculture continued to observe the considered 
judgment of its lawyers given several times during the month of 
August 1956, a legal ‘judgment in which incidentally I heartily con- 
cur, based upon re: ading of the law, the taxpayers of the United States 
would have been richer by several million, would they not ? 

Mr. CorrmMan. That is questionable. 

Mr. Reuss. Let ushaveananswer. That isa fact, is it not? 

Mr. Corrman. No, it is not a fact. How can you state that? 

Mr. Reuss. We have established that it was somewhere approach- 
ing $4,500,000 in corn alone, less the amount of terminations for other 
reasons. 
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Mr. Corrman. Are you not overlooking the fact that the Secretary 
made it very specific that the only reason he was doing it was because 
it would make it impossible to carry out the future program which he 
thought the Congress wanted, and which could result in a loss of con- 
siderably larger sums of money? He made that decision. 

Mr. Reuss. Let us hear the Secretary’s reasoning on that point. 

Mr. Corrman. It is in the letter addressed to the Comptroller 
General. 

Mr. Reuss. Let us hear it from you. 

Mr. Corrman. If the farmers were forced to pay this penalty in 
the face of having misunderstood the program, it would be very dif_i- 
cult, if not impossible, to carry out the program in future years. 

Mr. Reuss. All right. That may be bad from the standpoint of 
the farmer, but it is not bad from the standpoint of the taxpayer. 

Mr. Corrman. Well, the act was passed by Congress, the Soil Bank 
Act, in which the program was directed to be carried out for 4 years, 
so I presume that Congress wanted the program to be continued. 

Mr. Revss. Actually, Congress promptly grew so disgusted with 
the soil-bank and acreage-reserve program that it w iped it off the books 
and refused to appropriate any money y for it. 

Mr. CorrmMan. We have cleared off the 1957 program. The 1959 
program 

Mr. Reuss. Is wiped out because Congress was dissatisfied with the 
administration of it. My question was whether the interests of the 
taxpayers were taken into account, and there does not seem to be any 
denial that as a result of this about face of the Department of Agri- 
culture on September 7 that penalties amounting to as much as $4,500, - 
000 on corn alone, less whatever penalties would have been waived 
anyway, were lost to the taxpayers as a result of this specific action of 
Secretary Benson. 

Mr. Manwarinea. Less the cost of making the collection because 
every farmer would have taken it into court. This was a penalty 
which came out of his pocket which was not a return to the Treasury, 
something he had obtained from the Treasury. 

Mr. Revss. Which was part of a contract plainly written which he 
had signed. 

Mr. MAnwarine. Yes. 

Mr. Horrman. Do you say they should have collected from the 
farmers ? 

Mr. Reuss. Yes. 

Mr. Horrman. I wanted to know how you stood toward the farmer. 

Mr. Reuss. I voted for section 123 of the Soil Bank Act, believing 
that the words meant what they said and that farmers who signed 
up in agreement ought to be made to perform their contract or pay 
a 50 -percent penalty if they later changed their mind, the reason for 
that being 

Mr. Horrman. The usual Shylock position ? 

Mr. Reuss. I do not think so. 

Mr. Horrman. You want your pound of flesh regardless of whether 
they understood or not. 

Mr. Reuss. The Hoffman position seems to be that farmers who 
complied with the law and kept their contract and maybe lost money 
because of it received no benefits but those who put themselves in a 
position where they could go either way, keep their contract or not 
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keep their contract, have the penalties waived. I do not think that 
was fair because some of the frst class of farmers undoubtedly were 
motivated to keep their contract by the fact that the contract said 50 
percent penalty if you switch. They plowed under their crops in 
August before the changed ruling went into effect. 

Mr. Horrman. They were nas hurt except as a member of the gen- 
eral taxpaying body; were the 

Mr. tos iss. Yes; because th Ley might have made a good thing out 
of that crop if they had harvested it or fed it to their cattle. 

Mr. Horrman. Regardless of whether they understood or did not 
understand if they did not they could have the contract set aside per- 
haps in a court of equity. 

Mr. Corrman. They did not receive their soil-bank payment. These 
farmers lost their payment. 

Mr. Horrman. I wish you would talk to the wheatgrowers in my 
district on that thing. 

Mr. Reuss. I will be very glad to and be glad to debate the point 
whether people who make contracts with the Government should keep 
them. 

Mr. Horrman. I have a meeting the 18th and the 20th. Come over 
and tell Mr. Yankus he should pay that money right away quick. 

Mr. Reuss. I will be there if you want me to. 

Mr. Horrman. I would like for you to. 

Mr. Naucuton. As it was carried out with the blanket forgiveness, 
what difference was there between the acreage-reserve program for 
those people who did not plow under by the appointed dates and a 
free crop-insurance program ? 

Mr. Corrman. Do you understand his question ? 

Mr. Manwarinea. I think I do. The difference I can see in it, Mr. 
Naughton, is again the complete basis for making the change, which 
was a fairly widespread misunderstanding of the provision. 

The Secretary would never have agreed to this as a device just, to 
forgive somebody if he thought that by and large the farmers in this 
case were attempting to get something from the Government they 
were not entitled to. I think he recognized after the discussions were 
held that we had a sufficient number of farmers who were likely to be 
out of compliance who had not understood they had to adhere to the 
total of the acreage they had put in the designated area, that he 
should make a change in it in the interest of equity, of fairness, of 
understanding, and then in an attempt to administer we broadened it 
beyond those—well, we did not attempt to find out whether they did 
or did not understand, but the Secretary would I think feel exactly the 
same as Congressman Reuss felt, that if the farmer had had a com- 
plete understanding, most of them, and had violated, that they 
should pay the penalty, and we did collect a penalty from those who 
violated. 

We offered this opportunity to terminate and did terminate because 
we knew that any farmer who was in that position, if we knew 
what his opportunities were, would terminate and so we said to 
them, “Terminate them unless they want to revise the contract.” 
There is only that difference. So far as having the opportunity to go 
on through and decide, well, “I am better off to have the crop than to 
have the payment,” that was inherent in this. 
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Mr. Naueuron. As a matter of fact, there was a choice offered to 
the man who did not plow under by the appropriate date as to whether 
he could get more by plowing under and getting the payment or by 
not plowing under and harvestin the crop. 

Mr. Manwarine. Yes, sir, and we do not like that either. We do 
not like to administer a program in that manner and we try not to 
just as often as we can and we do chastise our county committeemen 
who do not give the proper information to farmers. But in this case 
it was so widespread we felt as though the best interests lay in going 
the other direction. 

Mr. Founrarn. I just do not understand. You said “so wide- 
spread.” I have not heard anything yet to indicate how widespread 
it was. After you had reaffirmed your position, and had stated that 
the penalty provisions would be enforced, within 9 days thereafter 
you reversed yourself. You mean in that 9-day period you received 
sufficient information to convince you that the misunderstanding was 
so great that the program would be hampered and its purposes de- 
feated in the future if these contracts were not terminated in a blanket 
fashion ? 

Mr. Manwarrine. Yes, sir, were not terminated if the farmer were 
not in compliance. 

Mr. Horrman. The point was 9 days? 

Mr. Fountain. Yes. 

Mr. Manwarninc. This had been building up prior to the 9 days. 
As I told you this morning, we did not believe Max Soeth when he 
wrote in saying they needed relief. We went ahead that way. 

Mr. Meyer. This did not happen only in Iowa. I think some of 
the people may have that impression but it was true in Illinois, Mis- 
souri, Nebraska, Kansas, Oklahoma, Minnesota, and other States, ra 
We show I think a number of contracts revised in other States. I do 
not know how conclusive our figures are on that but it was not a local, 
single-area situation at all. 

Mr. Founrarn. You have no figures indicating how many contracts 
were terminated. , 

Mr. Meyer. They would be available in the county offices. 

Mr. Founrarn. Did the Department feel that the Comptroller Gen- 
eral in his letter of September 14, 1956, intended to approve a blanket 
termination of agreements without regard to the good faith of the 
individual concerned ? 

Mr. Corrman. Certainly did. Our request had simply said we 
proposed to cancel contracts for any producer who requested it. That 
was our request. 

Mr. Founrarn. You did not wait for them to request termination ? 

Mr. Corrman. That is right. We made it clear we did not intend— 
clear to me—we never once even thought of making individual deter- 
mination on it. We go the reply from the C omptroller General—— 

Mr. Fountatn. Which was based upon the representations you made 
to the Comptroller General. 

Mr. Corrman. I do not believe the Comptroller General would 
reverse his position merely because we chose not to wait for requests 
from the producer. 

Mr. Fountarn. What about treatment of the individual case on 
the basis of good faith ? 
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Mr. CorrmMan. His opinion does not say that. 

Mr. Founrarn. Mr. Moore, will you come over here, please. You 
are from the Comptroller General’s Office ? 

Mr. Moore. Yes, sir. 

Mr. Fountain. What is your position ¢ 

Mr. Moore. I ama legislative attorney in the Office. 

Mr. Founrary. You have heard the testimony. Would you be able 
to enlighten us on the understanding of the Comptroller General 
concerning the inquiry made by the Department and the intent of the 
decision rendered by the Comptroller General with respect to this 
question we have been talking about, blanket termination ? 

Mr. Moore. Mr. Chairman, with your permission, I would like to 
read a couple of paragraphs in this letter from the Secretary of 
Agriculture, a couple paragraphs, preceding the paragraph read into 
the record ? 

Mr. Revss. Is this the September 6 letter? 

Mr. Moore. September 6 letter. I quote: 

Of necessity therefore the program had to be inaugurated without ample 
opportunity to acquaint the field staff fully with requirements of the program. 
Due to the lack of complete information in the field, pressure to meet the deadline 
for signing agreements, and the necessity in many cases of using inexperienced 
personnel, many producers were not properly or adequately informed of the 
nature and extent of their obligations under the 1956 acreage-reserve agreement. 
As a result there was a general misunderstanding that the agreement merely 
placed a maximum on the number of acres with respect to which a producer was 
eligible to earn a payment and did not constitute an obligation on his part to 
participate in the program to the extent of total number of -acres shown as 
the acreage reserve in the agreement. Such producers understood that if they 
earned a payment on a portion of the acreage covered by the agreement they 
would be paid a specified rate for such partial performance and that if they failed 
to perform at all their only loss would be a forefeiture of the compensation 
payable for performance. As a result a large number of such producers did not 
destroy the crops growing on the acreage reserved by the plowing date allowed for 
such disposition. 

This submission talked only about the producers who had misunder- 
stood the program. Our decision related only to producers who had 
misunderstood the program. The basis for our decision in permitting 

cancellation or revision of these contracts was on the basis of the mis- 
understandings. The only way you can establish misunderstandings is 
in individual cases. What did the party intend at the time he signed 
the contract. We never gave it a thought but that there would be 
individual determinations in each case. 

Mr. Fountatn. You did not intend by that opinion to say to the 
Department that it could terminate these contracts on a blanket basis 
without an individual determination with respect to misunderstanding 
by the individual. 

Mr. Moore. That is correct. There is nothing in the submission 
or in our reply which indicated there could be a general determination. 

I think the specific question presented in context with the whole 
submission related only to the producers who misunderstood the 
program. 

Mr. Founrarn. That is the ee I got. They made repre- 
sentations to you, referred to certain producers who misunderstood, 
and in the course of your opinion you referred to such producers, the 
ones they described as having misunderstood. That is whv I asked 
for your interpretation of the opinion. 
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Mr. Reuss. Am I right in thinking it was not until today—l pre- 
sume you have been sitting here at the hearing ? 

Mr. Moore. Yes. 

Mr. Reuss. It was not until today that you realized that apparently 
these penalties were waived in cases w here there was no proof or sub- 
stantiation of the fact that the farmer signing the contract had in 
fact been misled or misunderstood the provisions or did you know it 
before today ? 

Mr. Moore. I have only known it since this hearing was scheduled 

Mr. Reuss. Within the last few days? 

Mr. Moore. Within the last few days. 

Mr. Reuss. If in fact penalties in very substantial amounts have 
been remitted by the device of canceling these contracts without a 
finding that there had been a misunderstanding on the part of the 
person who otherwise would have been obliged to pay the penalty, 
I gather there is no ruling by the Comptroller General that those 
waivers are permissible ? 

Mr. Moore. No; we have not ruled on that question. 

Mr. Fountain. One further question for emphasis to be sure we 
have it right. It was not your intention by that opinion to authorize 
what they have said they did and that is to terminate in a blanket 
fashion all of these contracts without regard to whether there was 
misunderstanding or lack of good faith? 

Mr. Moore. No; it was not. 

Mr. Corrman. May I make a comment? 

Mr. Fountarn. Yes, 

Mr. Corrman. I would like the record to show that while I have 
a considerable amount of respect for Mr. Moore personally, yet I 
must say we cannot accept his statement that this opinion of his was 
based on the idea that we would make individual determinations. 

Both our letters submitted and his opinion neither dealt with that 
matter. It seems to me that if the Comptroller General was counting 
on individual determination, at least he would have made some ref- 
erence to it in his opinion. 

I want the record clear that I do not accept that interpretation of 
the Comptroller General’s intent at all. 

Mr. Founrarn. You people have differed before. 

Mr. Corrman. This is an opinion. ‘The question is whether under 
the law it could be done, I submit that a reasonable man could not con- 
clude from reading either our letter or this opinion that there was any 
proposal or any requirement or any condition that we make individual 
determinations of misunderstanding. 

We proposed specifically to terminate any contract that a producer 
requested. We did not say provided we make a determination that he 
acted on the basis of misunderstanding. 

Mr. Fountarn. But in your factual presentation to the Comptrolle: 
General you did state the facts? 

Mr. Corrman. Certainly. 

Mr. Fountatn. There was misunderstanding, et cetera. 

Mr. Corrman. Yes; that was the general condition. 

Mr. Fountarn. On the basis of your representation they gave an 
opinion which said that in such cases 
Mr. Corrman. They did not say “in such cases.” 
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Mr. Founrarn. He quoted from his answer there a minute ago. 

Mr. Corrman. I do not believe Mr. Moore would say he said that. 

Mr. Horrman. Are you fellows trying to lay it on one another 
when there is nothing to lay on anybody? The Congress gave Ben- 
son the authority to exercise discretion as he did. If the gentleman 
from Wisconsin wants to say they should have stuck the farmers and 
taken the last drop of blood that is all right. 

Mr. Founrarn. Congress gave almost unlimited authority. The 
question is how the authority should have been exercised. 

Mr. Horrman. He is building up a beautiful case and you fellows 
are falling right into it, cutting each other out and you do not need to. 

Mr. Corrman. I want the record to show we feel we adhered faith- 
fully to this. 

Mr. Horrman. You are sticking to your guns. The Comptroller 
General apparently misunderstood that situation when he wrote the 
opinion. 

Mr. Founrarn. I think the General Accounting Office is simply giv- 
ing the interpretation which they intended in their opinion on the 
basis of the representation and statements of fact which were sub- 
mitted to him and upon which he gave his opinion. 

Mr. Horrman. Apparently he misunderstood what they were trying 
to get at or they misunderstood what he was telling them. 

Mr. Fountain. It could have been both ways. 

Mr. Horrman. I do not think the Department needs to apologize. 

Mr. Reuss. On this point of interagency relations and whether the 
Department of Agriculture will accept the position of the Comptroller 
General 

Mr. CorrMan. We will accept the Comptroller General’s position. 
I was speaking of Mr. Moore. Is the Comptroller General saying this? 
I understood you were here personally. 

Mr. Moorg. This is the official position of the Comptroller General. 

Mr. Corrman. My point is we cannot accept it because it is not in 
the opinion. 

Mr. Reuss. I want to point out a precedent on the interagency rela- 
tions. This is not the first time that the Department of Agriculture 
has been unwilling to accept the opinion of the Comptroller General. 
I think back to the so-called Cheese case of 2 or 3 years ago where 
the Comptroller General was of the opinion that the Department of 
Agriculture illegally paid out to various cheese processors some mil- 
lions of the taxpayers’ dollars on “purchase-resale” agreements on or 
about March 31, 1954. The Department’s counsel was of another view. 
The Comptroller General at our suggestion finally referred the matter 
to the Department of Justice and I think the courts so far have uni- 
formly held that the Comptroller General’s opinion in that case was 
the valid one. 

So ultimately I suppose it is a matter for the courts to determine 
as to whether the Comptroller General’s view is right or the Depart- 
ment of Agriculture’s view is right. In other words, whether Depart- 
ment of Agriculture correctly coristrued the statute when it made this 
about-face on September 6, 1956, following the meetings out in Iowa, 
seems to me a matter where there is a square dispute between the 
Department on the one hand and the Comptroller General on the other 
— I happen to think the Comptroller General’s view is right on 
that. 
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Mr. Corrman. I do not believe he expressed a view. As I under- 
stand it, the Comptroller General is simply saying his opinion did not 
go into the question of whether you could make a blanket determina- 
tion or examine individual cases. 

Mr. Reuss. It may be that he merely has failed to. Certainly, in 
any event, the Comptroller General from whom we are now hearing 
has not agreed that the Department of Agriculture was justified in 
waiving the penalty as to those farmers concerning whom a finding 
was not made that they misunderstood the meaning of section 123. 

Mr. Fountarn. Would you like to comment further, Mr. Moore? 

Mr. Moore. Yes, I would, Mr. Chairman. 

What I am saying today is that at the time we had this letter and 
wrote this decision it was our opinion that this would be considered on 
an individual case basis. 

The only basis we had to permit cancellation and revision of these 
contracts was on the basis of mistake, misunderstanding. If there 
were no misunderstanding, there is no basis for us to say you can cancel 
a contract. 

We just never gave it a thought. We assumed it would be on the 
individual basis. We did not see how it could possibly be on any other 
basis and be legally sound. 

Mr. Manwaring. Asa practical matter, Mr. Chairman— 

Mr. Founratn. That may be different. 

Mr. Manwarina. Those of us who were not lawyers and who did 
not know the legal aspects of it and who were looking at the applica- 
tion of our request and the decision in a practical manner just about 

“ame to this conclusion: That if a farmer had signed up 40 acres in the 
acreage reserve and he had been told or had not been told, whatever 
information he had, he had carried that 40 acres of corn over com- 
pletely past the time when he could dispose of it and get himself in com- 
pliance and thereby had made himself subject to not only forfeiture 
of the payment but to take 50 percent of that payment out of his 
pocket, he certainly misunderstood somewhere along the line or he 
was not very sane. That would mean that had his payment been $20 
an acre—and that is very nominal—he would have had an $800 pay- 
ment which he did not get and $400 out of his own pocket he would 
have to pay because he didn’t make this adjustment on time. 

We concluded there must be some misunderstanding on his part and 
for us to go back and take each individual case and say to him, 

“Did you misunderstand or did you not misunderstand, or did you 
just want to give this $400 to somebody,” was not a practical approach 
and that any ‘farmer who was in that position had misunderstood or he 
would not be in that position. He was not completely defying us. It 
would be foolish for him to get himself in that kind of position. 

Here is another fellow with 40 acres in the acreage reserve who has 
put himself in position that he has 10 acres left that he has not de- 
stroyed—I mean 30 he has not destroyed and 10 acres that are now 
eligible. He says, “Well I would like to revise.” He said we assumed 
that in those cases he had understood that the 40 acres was the maxi- 
mum and that he could put anything in up to 40 acres and therefore 
10 acres was what he was asking for payment on and that again he 
would not be so foolish unless he had misunderstood as to go over to a 
time when he would have to take out of his own pocket—not out of 
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what we had paid him, but all that we had paid him—and take out of 
his own pocket half again and pay it back. 

Mr. Fountarn. The time was extended to August 31 during which 
time they could wait to see what would happen. 

Mr. Manwartne. As a practical application without regard to the 
law we felt any farmer who was in that position had certainly mis- 
understood and that we could save ourselves and the Government a 
tremendous amount of administrative expense and trouble if we went 
ahead and worked these out in the manner in which we did. That is 
from our administrative point of view without regard to the legal 
aspects. 

Mr. Reuss. What about the farmer who along about this time 
suddenly concluded it was more profitable to him to harvest and mar- 
ket his crop and that if he could do so and lose merely his soil bank 
acreage reserve payment without incurring a penalty, this is what he 

wanted to do—no misunder standing on his part. 

Mr. Manwartinc. He had no reason to reach that conclusion because 
we had repeatedly told and told and told that the penalty would be 
exacted. We had attempted to make it clear. 

Mr. Revss. But then on September 6 he finds out that the Secretary 
of Agriculture completely backtracks and says, “No, the penalty won’t 
be exacted.” 

Mr. Manwaring. The point I make is if he had not misunderstood 
he would not have brought himself up to September 6 and taken the 
chance on having to pay that $400 or some other figure, half of the pay- 
ment, back out of his own pocket. 

Mr. Reuss. He might be sitting there intending to plow it under on 
October 1, during the hunting season. 

Mr. Manwartna. Provided you had extended it to that point. 

Mr. Founrarn. He might have been willing to take a chance. 

Mr. Revss. Or let it sit. 

Mr. Manwarrna. There are not enough of them willing to take 
the chance and there are not enough of them who would have profited 
half again beyond the acreage reserve to have taken that chance. 

Mr. Reuss. I am out of touch. Let me get together with you again. 

Mr. Manwartinea. Maybe I am. 

Mr. Reuss. A farmer on September 7 or 8 has corn in his field 
under the soil-bank acreage reserve. He knew all about the penalty, 
he could read English, there it was set forth in his contract that he 
signed. Suddenly on September 7 he reads in the paper Secretary 
Benson reversed his field and said no penalty. This farmer then de- 
cides that it makes more sense for him to harvest and sell his corn 
because he does not have to pay any penalty. He loses the soil-bank 
payment, but on balance he comes out ahead by selling the crop. No 
misunderstanding there, yet under Benson’s ruling this farmer is to 
be relieved of penalty. 

Mr. Manwarrina. He would not be up to that point with the crop 
still on the land unless he had misunderstood. 

Mr. Reuss. Why should he have plowed it under earlier? 

Mr. Corrman. Then he could have gotten the soil-bank payment. 

Mr. Manwartnc. He had no way of knowing we were going to do 
this. He had no way of knowing but what he would have to pay 
that penalty if he did not misunderstand. 









































90 THE SOIL BANK 


Mr. Reuss. Sinan 8 

Mr. Manwartne. I do not believe he would have conse iously gone 
up to that point unless he had misunderstood the provisions of the 
program. 

Mr. Revss. Let us try again because I am still not with you. 
Farmer X signs up in early July, his corn is in the ground knee high 
and he signs up to put this under the soil-bank acreage reserve, this 
40 acres of corn. He intends to keep his contract and not harvest it, 
like all honest men. 

Mr. Manwarrne. Thisis yourassumption. Go ahead. 

Mr. Reuss. I assume farmers are honest. 

Mr. Manwarrine. That is what I assume. 

Mr. Reuss. Then we go on. Along comes September 8. On Sep- 
tember 1 he had been weeping and gnashing and wailing because he 
had gotten into this bad contract, corn prospects are now good and he 
wishes he had not agreed to plow his crop under. But then on Sep- 
tember 8 to his delight he reads in the paper Secretary Benson has for 
some reason known but to Secretary Benson changed his mind and 
now Benson says he is going to waive the penalty. So this farmer 
without misunderstanding a thing says, “Wonderful.” So he harvests 
his corn and votes for Secretary Benson’s administration in November. 

Mr. Manwarina. If he did what you said and he understood it all 
the time, he was benefited to that extent. 

Mr. Reuss. I should think there would be thousands of people like 
that. 

Mr. Manwartine. Not many of them would do that without misun- 
derstanding, would come up to that point. 

Mr. Reuss. That is your opinion. 

Mr. Manwarine. That is all I was expressing. 

Mr. Meyer. That farmer would have destroyed his corn by the 31st 
of August. 

Mr. Reuss. Why ? 

Mr. Meyer. That was the last date permitted. 

Mr. Fountain. He might have figured he could pay the penalty 
and still come out. 

Mr. Reuss. He can just let it stand in the field. 

Mr. Meyer. If he expected to collect on his payment he would have 
disposed of it by August 31. If he had wanted to be a fellow to take 
a chance and beat the game, which is the fellow you talk about, maybe 
one out of a hundred might have actually done the thing you talk 
about. But the fellow who felt he wanted to stay with his contract 
and understood it would have disposed of his excess acres by August 31. 

Mr. Manwartina. Had he gone over to September 7 or September 8 
he would have forefeited, No. 1, his payment already. Now he is 
faced with a penalty equal to half his payment which comes out of 
his own pocket. We maintained and came to the conclusion that any 
farmer who put himself up to that point certainly misunderstood the 
program and therefore there was not any point in our going back and 
going through all of the administrative detail and difficulty of making 
the determination when any farmer who did come up to that point 
must have brought himself up to that point by misunderstanding. 

Mr. Fountain. That is completely an assumption. 
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Mr. Manwarrine. That is right, an absolute assumption. I say that 
as a practical approach administratively it is an assumption. 

Mr. Naveuron. Getting back to the question of plowing under by 
August 31, the telegram sent out to all State offices on August 22 con- 
tained a specific direction that State offices should immediately instruct 
county offices to notify farmers affected by the above instructions. In 
other words, you were giving those who had not complied until the 
31st to either plow under their c rop or forfeit the payment, and if, after 
that, they harvested the crop, then they additionally became liable for 
50 percent penalty. 

Did the county offices carry out those instructions ? 

Mr. Manwarinea. Apparently it was not done completely because we 
found later there were a considerable number of farmers who did not 
understand that instruction and who did carry over through September 
7 and 8 without having complied. To that extent our machinery broke 
down, I think. 

Mr. Naveutron. You mean to say county officers could not go to the 
producer and say, You have signed up for the soil bank, we have given 
you an extension of the August 3 deadline, you have until the : 31st, 
7 days, to plow under this crop, or you will forfeit your penalty and, 
furthermore, if you harvest the crop you will then be liable for 50 
percent penalty. Is it not true that the vast majority of those people 
who ro the crop did so because they had decided they would profit 
more by harvesting the crop and paying the penalty than by collecting 
the payment ? 

Mr. Manwarrna. No; I think definitely the county committee could 
have done, or apparently they did not do it, or did not do it adequately, 
because there were enough farmers who did not understand it, that 
we just found it was not understood enough that we went to the C omp- 
troller Gener: al and asked him could we do something about it and he 

said “Yes.” 

Now, in answer to the second question, I just do not think farmers 
who had a payment computed for his farm could hope to forfeit that 
payment and then pay an additional 50 percent and then come out 
ahead by harvesting his crop. I just do not see how he could do it at 
the rates we established for the soil bank which were meant to compen- 
sate him for the loss of the crop. 

Mr. Micne.. If there was breakdown in your administrative 
machinery where would you say it was, at the county level ? 

Mr. Manwarina. Yes; definitely. 

Mr. Micuet. Those people serving on the county committee, what 
are they paid for the work they do as the county committee? 

Mr. Manwarine. There are two classes of people there, county com- 
mitteemen and community committeemen and then employees in the 
county office. It is probable that most of this work was explained by 
the employees in the county office. 

Mr. Micnet. Rather than the noncompensated persons. 

Mr. Manwarrine. That is right. The county committeemen may 
have explained them. They get in the vicinity of $10 or $12 a day. 

Mr. Micuet. Those people are selected by the farmers in the county 
itself ? 

Mr. Manwarrina. Yes, sir; elected by the farmers in the county. 
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Mr. Meyer. Can I offer another partial answer to Mr. Naughton’s 
question? The farmer who understood that he would get paid for 
what he performed on, whether that was 10 or 20 or 30 or 40 acres, 

may have gotten this notice that August 31 was the last date he could 
dispose of corn to qualify, read that in the light of his understanding 
that he would get paid for what he did. That is how you tie that 
into the August 31 date. 

Mr. Founrartn. Did you.actually make the decision to terminate 
before you got the opinion of the C lomptroller General ? 

Mr. MANWARING. No, sir; we made the decision that we wanted to 
permit termination before we got the Comptroller General’s decision 
because that was the basis on which we wrote to him, but we made 
no decision and made no representations to the field to any knowledge 
that we were going to permit termination until after we received that 
decision. 

Mr. Founrarn. What would you have done if the Comptroller 
General had expressed the opinion, as you understood it, that you did 
not have the authority ? 

Mr. Manwartine. Did not have the authority to do anything, Con- 
gressman ? 

Mr. Founrarn. That you did not have the authority to terminate 
contracts without penalty. 

Mr. Manwarinc. We would have assessed the penalty. 

Mr. Fountain. Now they say that their opinion dealt with in- 
dividual cases 

Mr. Manwarrnc. Yes, the difference between us—I am not talking 
about the legal aspects, again I am geting back to the administrative 
approach—the difference between us is that Mr. Moore says we should 
have gone to each farmer and said to him—I am putting words in 
your mouth for which I apologize—said to him, “Did you misunder- 
stand this?” If he said, “Yes, I surely did misunderstand it,” then 
we permit him to terminate or amend. If he said, “No, I understood 
it right along,” then we would not permit him to terminate or amend. 
My position is anyway that those farmers who brought themselves 
up to that point did misunderstand and that we were just going 
through an administrative procedure, expensive, and which would get 
us nothing different by asking each individual. Therefore, we went 
the other way. 

Mr. Founratn. Of course, you were putting words in his mouth 
because I do not believe you would be justified in making the deter- 
mination completely on the basis of what the farmer told you. I 
should think you would also make other checks to determine whether 
a misunderstanding had occurred. 

Mr. Manwartne. I was too brief in that. 

Mr. Fountain. For purposes of emphasis, on September 21, which 
was after the Comptroller General’s opinion, here is what your release 
said: 





“Farmers who did not fully understand the 1956 acreage reserve soil bank 
program at the time of entering into agreements will be given an opportunity to 
revise Or cancel such agreements,” Secretary of Agriculture Ezra Taft Benson 
said today. 

“It has become apparent that as a result of delay in the passage of the soil 
bank legislation some farmers did not have an opportunity to fully understand 
the program in view of the short time available to put it into effect for 1956 as 





| 


n’s 
for 
"eS, 
auld 
ing 


hat 
ate 


| to 
ion 
ade 
lige 
hat 


ler 


did 
‘on- 


ate 


in- 


‘ing 
tive 
uld 
s in 
Jer- 
hen 
ood 
ond. 
lves 
Ing 
get 
vent 


yuth 
‘ter- 
I 


ther 


hich 
ease 


bank 
ty to 
nson 


» soil 
stand 
56 as 








THE SOIL BANK 93 


required by law,” Secretary Benson explained. “Consequently, there was mis- 
understanding on the part of some farmers as to their obligations under the 
agreements they signed. 

“There are cases where farmers understood that the agreement did not re- 
quire them to reduce their acreage unless they expected to be compensated under 
the agreement and that their only loss for failure to make reduction in acreage 
would be forfeiture of the compensation. As a result a number of farmers did 
not dispose of crops growing on land designated for acreage reserve by the dead- 
line for so doing and do not expect compeusation under the program. These 
farmers will be released from their agreements.” 

Mr. Manwartnea. That is correct, Congressman. It says a number 
of farmers did not dispose of crops in time. These farmers will be 
released, which is what we did. 

Mr, Founrary. You released more than a number. You released 
them all. 

Mr. Manwarine. We released the number which were in that posi- 
tion. Wesaid a number of farmers were in this position, and we re- 
leased all those that were in that position. 

Mr. Meyer. It was a small percentage of the total. 

Mr. Micuen. Roughly what percentage ? 

Mr. Meyer. The acres we dropped back ran about 5 or 6 percent. 
Percentage of agreements might have run up to 10 percent. 

Mr. Fountain. This is a post mortem. Sometimes we cannot ac- 
complish much by post mortems except to serve as an instrument for 
more careful examination in the future, which is why we are having 
these hearings, to see what can be brought out to be helpful to the 
Department as well as to the Congress. 

Mr. Meyer. I think the thing we are trying to point out and the 
position I think that Mr. Manwaring has so well set up here is that 
these farmers who moved into this period of time, where if the agree- 
ments had not been terminated or revised would have been in viola- 
tion and subject to civil penalty, did it because they failed to under- 
stand what the impacts of the program were. 

I think that is right. ’ 

Mr. Manwarine. No reasonable man would have put himself in 
that jeopardy ; no man who understood. 

Mr. Fountain. It is hard to predict what farmers would do. 

Mr. Naueuron. You indicated perhaps 5 or 6 percent of the acre- 
age was involved in this termination and less than 10 percent of the 
contracts. 

Mr. Meyer. That 10 percent is picked out of the air. 

Mr. Naveuton. Do you have any. figures as to the percentage of 
farmers who misunderstood when they originally signed up who took 
the Department at its word on August 22 and hastened to comply by 
plowing under on August 31? 

Mr. Meyer. We could not get that. 

Mr. Naventron. Do you think the reaction of people who may 
have done this and then saw their neighbors who did not comply 
given an opportunity to receive a payment without penalty was such 
as to bode well for the program in future years? 

Mr. Manwartna. I think they did not like it, and we do not like to 
do things like this any better than they like to see it done. I do not 
think they liked it, but I doubt very much if it impaired the program 
as much as if we had pursued our course and applied these penalties. 
I think those who did not have the penalty applied to them would have 
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been almost as much incensed as the one who did have it applied in 
that case when they understood what was happening. 

Mr. Navcuron. You have estimated less than 10 percent of the 
farmers did not comply fully with their agreements. Would you call 
10 percent a general misunderstanding? 

Mr. Manwartna. I would like to examine that figure a minute. 

Mr. Meyer. I was talking about cancellations. Revisions would be 
quite a large number in addition to that. 

Mr. Naveunton. What would you estimate the total cancellations 
and revisions would amount to combined ? 

Mr. Doccett. I do not think we have any figures on that. We have 
an acreage figure on what we paid, an acreage figure on what was 
signed up and the difference between the two obviously i is cancellations 
or some other slippage in the program. That total difference amounts 
to 4.2 percent. 

Mr. Naveuton. 4.2 percent would include both terminations and in 
terms of acres would include both terminations and amendments? 

Mr. Manwarina. No, sir; terminations. 

Mr. Doccetr. It would be both terminations—the figure varied. We 
have no composite figure here. We have the figure for corn, wheat, 
and cotton. 

In 1956, the percent of original contract obligations paid to comply- 
ing farmers was, in the case of corn, 94.7; in the case of wheat, 94.9; 
and in the case of cotton, 96.5. That is the percent or original con- 
tract obligations paid to complying farmers. 

Mr. Manwarine. For 1956? 

Mr. Doacerr. For 1956. 

In 1957, for corn it was 98.9, or 1.1 slippage; in the case of wheat, 
99.4, or 0.6 percent slippage; in the case of cotton, 99.3, or 0.7 percent 
slippage. It was greater, of course, in 1956. We canceled nothing in 
1957 under this ruling. 

I recall, we did waive some, I guess. 

Mr. Navecuton. The Compfroller General’s report indicates, I 
might say, that the personnel of the GAO made visits to 6 county 
offices, 2 each in Iowa, Illinois, and Nebraska. 

They examined actual contracts to determine how many had been 
revised and how many had been terminated. Out of 2,819 contracts 
examined in 2 counties in Iowa, they found that 24 had been termi- 
nated, and 180 reduced after July 27. Compensation for the con- 
tracts terminated or reduced tot led more than $170,000. 

Across the State line in Nebraska, however, they ‘examined 1,570 
contracts, and found that no contracts were terminated, and only 
3 were reduced. To what do you account for the wide difference, 
apparently, in the percentage of people who misunderstood the pro- 
gram? Are Iowa farmers less intelligent than Nebraska farmers? 

Mr. Manwarrne. I wouldn’t say that if I thought it, Mr. Naugh- 
ton. No. I don’t think so. I think the difference has to be the 
difference in the efficiency of a machinery in the different counties in 
which they examined this program. " don’t have anyway of know- 
ing which ones. I don’t remember. I did see the GAO report at 
noon but I don’t remember which they were, but we would have to 
examine it to ascertain what caused the difference. 

I can’t see anything else but the difference in the effectiveness of 
the machinery at the county level. 
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Mr. Navucurton. Let me suggest something else and see if you think 
it might have been partly responsible. Around July 27 the crop pros- 
pect was very poor in western Iowa and all of Nebraska. It looked 
at that time as though it was very doubtful if the farmers would 
get any crop at all. The — in both States was extremely heavy. 

After that the weather conditions varied. In Nebraska it con- 
tinued dry. They got almost no crop in many portions of the State. 
In Iowa, however, “shortly after July 27, in many sections of the 
State farmers got substantial rains, improving crop prospects. Do 
you suppose one of the reasons for the difference in cancellations is 
simply in Nebraska it didn’t pay to harvest the crop but in lowa 
it did? 

Mr. Manwartne. I don’t believe so, sir. 

Mr. Meyer. What counties in Iowa do you refer to, Mr. Naughton ? 

Mr. Naveuton. Boone County is one of them. 

Mr. Micuen. How about those counties in Illinois and what was 
the percentage in Illinois compared to Lowa ? 

(Illinois figures appear in the appendix on p. 144.) 

Mr. Naveuton. Do you have any figures as to the number of officials 
of the Department of Agriculture, including county officials and 
members of the State committees who terminated or revised their 
own contracts ¢ 

Mr. Horrman. Mr. Chairman, that is a broad question. 

Mr. Manwarrna. No, sir. I don’t have any figure of it. I know 
of one because you gave me the report to read at noon. That is the 
only one I know of. 

Mr. Naveuton. Do you think it is appropriate for an official of 
the Department of Agriculture to take that kind of action? 

Mr. Manwarrne. No, sir. I think that was entirely wrong. I think 
that man knew what he was doing. I don’t think that is appropriate 
at all. 

Mr. Founrarn. Is he the one who said he was trying to make a 
test case? 

Mr. Manwarina. Yes, sir. 

Mr. Horrman. We should turn that over to the Harris committee. 

Mr. Manwartine. That was in Boone County. 

Mr. Naventon. Has the Department made a survey to determine 
how many officials revised or terminated their contracts ? 

Mr. Manwarrne. No, sir. 

Mr. Navueuron. Does it intend to take such action? 

Mr. Manwartnea. We intend to look into it now, yes, sir. 

Mr. Naveuton. Would you give us that information when you 
get it? 

Mr. Manwaring. Yes, sir. 

(The Department later advised as follows :) 

As indicated in the hearing record we will furnish such information to the 
subcommittee as we are able to obtain with respect to “* * * how many (De- 
partment) officials revised or terminated their (acreage reserve) contracts?’ 
At present we have no information to offer in addition to that already available 
to the subcommittee. 

Mr. Founrarn. In 1957 we requested documents in support of the 
position of the Department that it had evidence of sufficient misunder- 
standing on the part of farmers to justify reversal of policy. We 
were told that there were no documents to support this action, that it 
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wis based upon oral information and reports and not upon written 
reports, memoranda, or correspondence. In fact, I think you have 
testified to that effect today. 

According to the Comptroller General’s report : 


Upon completion of our review in Illinois, Iowa, and Nebraska the Soil 
Bank Division furnished us with additional correspondence as follows: 

Letter dated August 30, 1956, from the Governor of Iowa, requesting that 
farmers who complied with at least 10 percent of their acreage-reserve agree- 
ment be compensated and not penalized. This request was motivated by the 
situation in Boone County, Iowa. 

Two, letter dated July 25, 1956, from the Iowa ASC State Committee stating 
that delegations of farmers from 3 counties in Iowa had filed petitions for 
relaxation of the soil-bank rulings. 

Three, letter dated August 28, 1956, from the Missouri ASC State Committee 
stating that on July 25, 1956, the Midwest area director of the Commodity 
Stabilization Service advised them that a producer who decides to harvest 
acreage designated as acreage reserve would not be penalized. The State office 
instructed county offices accordingly. 

Four, letter dated September 13, 1956, from the Oklahoma ASC State office 
advising the Soil Bank Division that based on a survey of 6 counties in Okla- 
homa, they estimated there would be about 450 cases of violations of the acreage- 
reserve agreement in the State 

Five, letter dated September 14, 1956, from the Kentucky ASC State office 
advising the Soil Bank Division that estimates from 12 counties in Kentucky 
disclosed they had about 125 violation cases. 

Six, letter dated August 11, 1956, from a United States Senator concerning 
modification of the pertinent provisions of the regulations, 

Of course those letters written prior to August 28 apparently did 
not have too much effect because you were standing firm. But why 
was this information not made available to us? 

Mr. Manwarine. Which information ? 

Mr. Fount 295 These letters. ‘They were received from the Soil 
Bank Division by the Comptroller General’s Office. We were told 
prey iously that there was no written information upon which the 
Secretary made his determination, that it was based altogether upon 
oral information and reports and not upon written reports, memo 
randa, or corresponde nce. 

Did you know about this correspondence ? 

Mr. Doccerr. I don’t say that I recall all of the individual corre- 
spondence, but that is—we certainly, if we made any such statement 
as that, we were saying that by and large it was oral, because we were 
operating pretty much on a “crash” basis all the time, and by tele- 
phone. Because of the timing in this thing, we just simply could not 
send these letters through channels, and to pick out 3 or 4 here, IT am 
sure that the General Accounting Office or your committee or no one 
else was denied these. 

Mr. Founrarn. In our letter of April 16, 1957, to Mr. Walter ¢ 
Berger, Administrator, Commodity Stabilization Service, we said: 

Will you please furnish to the Intergovernmental Relations Subcommittee 
copies of all reports, memorandums, and/or other information upon which the 
Department bases its later decision to release producers from obligations under 
the acreage-reserve agreement. 

And in the reply we received addressed to Mr. Naughton and signed 
by Mr. Clarence Miller, dated May 6, 1957, the Department stated : 

Dear Mr. NavGcuron. This is with reference to your letter of April 16, 1957, 
relating to the 1956 acreage-reserve program in which you requested copies of 
all correspondence, reports, memorandums, and other information upon which 
the Department based its decision to extend the time for disposing of crops, and 
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upon which it based its decision to release certain producers from their obliga- 
tions under acreage-reserve agreements. 

Such decisions were based upon oral information and reports obtained in the 
course of field trips by officials of the Department, and upon telephone con- 
versations and other oral reports by field personnel, and not upon written 
reports, memorandums, or correspondence. 

Mr. Manwarinc. Congressman, I don’t know the answer as to why 
we didn’t furnish it. I don’t see why we did not, unless they were 
not found at the time that letter came in, and they were found later. 
I don’t know the answer. I see no reason why we should not have 
furnished them. 

Mr. Founratn. I am not as concerned about it not being furnished 
as I am by the statement which says that it is not available. 

Mr. Manwarina. I am concerned about that, too. We checked at 
noon again. We were busy as bees in connection with the Governor’s 
letters, and found that that had been received in the Soil Bank 
Division. You know, the one we referred to, or a letter from the 
Governor, in which he indicated that the Boone County people were 
very much concerned about this, and he was concerned, and was re- 
questing on their behalf that something be done about it. That was 
there and we found it, so it was. I had not known about it and these 
other gentlemen said the same thing. 

Mr. Founvarn. Are there any other questions leading up to pas- 
sage of Public Law 413 at this session of the Congress ? 

Mr. Horrman. I want to know about this, if I may. 

The chairman just read, I think, from this, the Comptroller Gen- 
eral’s report. 

Mr. Founrarn. This is the Comptroller General’s report. 

Mr. Horrman. What is this about written reports ? 

Mr. Founrary. That is what I was just asking him about. They 
told us that their decision to terminate was based upon oral reports, 
information, et cetera. 

Mr. Horrman. The Department of Agriculture told you? 

Mr. Fountain. Yes. 

Mr. Horrman. This is a report I hold in my hand of the Comp- 
troller General ? 

Mr. Fountain. Yes. 

Mr. Corrman. Yes, that is true, as brought out here this morning, 
Mr. Chairman. The decision on the basis of these written letters that 
you speak of, the decisions, they are turned down. 

Mr. Fountain. There are a couple of letters there prior to the 
decision, 

Mr. Corrman. That is the one I have in mind. 

Mr. Horrman. In this report the Comptroller General’s office, as 
I understand it, is writing this letter. Is that right? 

Mr. Founratn. That is the report he made to Mr. Dawson, chairman 
of the full committee. 

Mr. Horrman. He says “On May 2, we were advised by the Soil 
Bank Division that complaints were made.” 

Then he says “And Congressmen”—I notice on here “who” after the 
“Congressmen.” 

Mr. Fountain. That was my notation. I did not ask him the 
question. 

Mr. Manwaring. I read it at noon. 
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Mr. Horrman. Do you know of any Congressman who is requested 
by his constituents, at least a considerable local number of them, that 
does not send down his questions to the Department ? 

Mr. Fountratn. He wouldn’t be a good Congressman if he did not. 

Mr. Horrman. If he did not send it down in my district he wouldn’t 
come back. 

Mr. Manwarine. I think that is the reason the Congressman did 
not ask the question, Mr. Hoffman, that he expected a C ongressman 
to represent his district. I do not know the answer anyway. 

Mr. Horrman. If you will pardon the personal observation, I am 
a member of the Moss committee which says the public, and I am a 
member of the public, has a right to know. How are you going to 
know unless you ask them ? 

Mr. Fountarn. That is right. I wrote that “who” on there to ask 
Mr. Naughton if he had the information in the file. That was for 
my ee | personal benefit. 

‘Mr. Navenron. The Congressman concerned is a Senator and maybe 
he got ‘there by aoe diligent on his constituents’ requests. 

Mr. Horrman. I do not leave my congressional work to the staff of 
some member of the committee. I do it myself. The staff has done 
a remarkably fine research job ah e, apparently. They have devoted 
a great deal of time and legal effort to it. Just who is mad because 
the penalties were not imposed ? 

Mr. Fountarn. I donot know of anybody who is mad. 

Mr. Horrman. Who issore about that? 

Mr. Fountain. We are trying to get the facts. You can get mad 
about it if you want to, or I could. 

Mr. Horrman. I cannot get mad. Who is complaining? 

Mr. Founrarn. These complaints have been brought to the atten- 
tion of the committee. We are doing what you would be doing if you 
were chairman of the full committee. You would be expecting your 
subcommittee to examine into the operations of the agencies within 
the jurisdiction of your committee to determine whether or not they 
were exercising efficiency and economy in their operations. This is 
simply one of our jurisdictional functions. 

Mr. Horrman. I am not complaining about it. Iam glad you did. 

Tell me who is hurt and who is peeved, or whatever it may be, 
about this. 

Mr. Reuss. Mr. Chairman. 

Mr. Fountar. Mr. Reuss. 

Mr. Reuss. Bear in mind that all I know about this matter is what 
I have heard here this morning. I was not familiar with any of 
this any more than I gather you were when we started. 

Mr. Horrman. I do not know anything about it. 

Mr. Reuss. However, it does seem to me that this inquiry is en- 
tirely within our subcommittee functions of looking after economy 
and efficiency in the administration of the law, specifically. 

Mr. Horrman. I am not complaining. 

Mr. Reuss. You have here a situation in which Congress, in the 
clearest possible language, provided in section 123, for 50 percent 

penalties for farmers who signed a contract whereby they were to get 
certain benefits. If they did not keep up their side of the contr act, 
they were to pay into the Treasury these 50 percent penalties. You 
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had the Department of Agriculture adhering quite faithfully and 
rigorously to the intention of Congress all during the summer of 
1956, and specifically on August 22 and August 28. Then the very 
day after that you had a meeting in Des Moines, Iowa, that apparent- 
ly the working-level representatives of the Department of Agricul- 
ture were not ever told about. 

Mr. Horrman. And former Congressman Dolliver. 

Mr. Reuss. Former Congressman Dolliver, who was a fine Cong- 
gressman and a fine person and very zealous, was there and had a 
perfect right to be there. The Governor of Iowa was there. 

Mr. Reuss. Several Iowa le; zislators, whose name or political party 
I do not know, were there. ‘The very day after that meeting, Gov- 
ernor Hoegh writes a quiet formal letter to Secretary Benson say- 
ing, “Let’s do away with this 50-percent-penalty clause that Congress 
put in the law.’ 

Thereafter, on September 6, immediately thereafter, Secretary Ben- 
son takes the position that, starting on that date, as far as he is con- 
cerned if he can get away with it he wants to rewrite that law of 
Congress and do away with the 50-percent penalty. 

It seems to me that there are two unfairnesses involved there; 

namely, the taxpayers, the Treasury, are done out of certainly several 
million dollars. We cannot find out ex: ictly how much. That is 
money Congress mated paid into the Treasury under section 123. 
Secondly, many an honest farmer, who had observed his contract, 
plowed under his crops in August, was disadvantaged, as opposed 
to the farmers who by sticking “around until September 7 and there- 
after were able to take advantage of the option that was offered them 
of avoiding the penalty. 

Therefore, I think that this — is one that is really of deep 
concern to this subcommittee, and I am going to request at the end of 
the hearing the following, and I would hope that perhaps you would 
join me in it—— 

Mr. Horrman. I am not making any complaint about the committee. 

Mr. Reuss. I would request that this committee refer the matter and 
this record to the Comptroller General, and ask that he ascertain the 
total amount, in dollars, of penalties which might have been collected 
but were not collected because of the September 6 devision; and, sec- 
ondly, that the Comptroller General address himself to the legality of 
the Secretary of Agriculture’s failure to take the penal amount from 
farmers who had signed a contract and concerning whom there was no 
showing of any misunderstanding. It has been testified here today by 
the ¢ ‘omptroller General’s representative that they gave no opinion on 
that subject. Therefore, it seems to me we certainly need an opinion 
to determine whether or not penalties were illegally waived. 

I really think on reflection that my good and zealous colleague, 
Mr. Hoffman, will join me in that request. 

Mr. Horrman. There are two amendments: Should the Comptroller 
General be asked to determine what percentage of the farmers, or how 
many dollars can be or cannot be collected because of exemption laws, 
et cetera ? 

Do you also want to include in the motion a provision that the 
Justice Department be instructed to proceed against these farmers and 
collect? 
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Mr. Reuss. I would accept that amendment but, as far as I am con- 
cerned, it is enough that the Comptroller General report back to this 
subcommittee, and then I would think we should discuss it and decide 
\hether we should refer it to the Department of Justice as we did refer 
the cheese matter to the great benefit of the American taxpayer who has 
already made about $2 ‘million as a result of those proceedings. 

Mr. Horrman. As a result of the Department of Agriculture being 
in error, you are willing to let it rest there and let the Tre: isury collect 
from them ? 

Mr. Reuss. Maybe the procedure is against the Department of Agri- 
culture officials responsible for the waiver either individually or under 
their collective responsibility? I think this is a legal question we 
would have to consider. 

Mr. Fountarn. Let us go along with the hearing. 

Mr. Navecuton. I would like to comment on the legal aspects of the 
situation. Because the time the order was issued, which terminated 
and allowed the amendment of the contracts, there may be a question 
as to whether the penalties ever actually accrued, since the order 
changing the regulations was issued before the majority of the crops 
were harvested. 

Mr. Founrarn. It would be pretty hard to show they had accrued 
when they prevented the possibility of accrual by terminating the 
agreements. 

Mr. Manwarrnea. That was definitely the intent to terminate. 

Mr. Fountrarn. What situations are covered by Public Law 413 
under which you now have authority to make certain payments on the 
1956 acreage-reserve program / 

Mr. Corrman. First of all, there were certain cases that arose in 
1956 that we know about where farmers received misinformation, or 
insufficient information, and as a result of that, found that they could 
not collect the soil-bank payment, even though in the meantime they 
may have destroyed a crop or may have refrained from growing a 
crop, or refrained from grazing some of their land in reliance on that 
misinformation. 

We have had some of these cases coming in from time to time that 
we have had to turn down, on the ground that there was no legal 
possibility to pay them. 

Then, a bill was introduced in Congress, I believe in the Senate, by 
Senator Symington, which would have authorized payment to certain 
producers on the soil bank, under those circumstances, and that bill 
was sent up to the Department for a report, and we reported on the bill 
favorably, with certain changes, to cover these cases where the hardship 
had occurred. 

Following that, the Congress passed this Public Law 413 and the 
typical case is this: A farmer would come into the county office, he 
would be told he had an allotment of a hundred acres, and that, since 
it was his corn or cotton or wheat and they had 60 acres, they would 
say he would be entitled to 40 acres in soil bank to reduce the crop. 

He signs up an oe goes out, designates the land and he 
may often destroy in many cases oats or other crops on that land. 
Then the county committee ected they made a mistake, that his allot- 
ment really in some cases was 60 acres and that the man had not reduced 
his cotton at all, so he couldn’t be paid under the soil-bank statute 
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because he had not reduced his cotton. Yet he had destroyed an oat 
crop. ‘That was one typical case we had. 

Another one was the type of case where maybe the allotment was 
correctly given to the farmer, but then they measured his corn or his 
wheat and told him he had only 60 acres of whe: ut, and since his allot- 
ment was 70 acres, he was entitled to put 10 acres in soil bank, but then 
they discovered they had made a mistake. Actually, he had 70 acres 
of wheat. 

Again he had not reduced any wheat below his allotment. He in the 
meantime had designated a field over here on which he destroyed a 
crop, but yet we couldn’t pay him for it. 

There were other cases where a producer’s—I am running out of 
examples. 

Mr. Fountrarn. You have given an indication of it. 

Mr. Corrman. We have issued instructions so far to cover those 
categories. We say, “If there are any others send them in to Washing- 
ton and let us examine them,” but those few types are all we actually 
know about as of now. 

Mr. Founratn. Have you made any payments as yet under this 
law / 

Mr. Corrman. We have instructed the field, but only very recently, 
and I presume some payments have been made, but I don’t believe we 
have any reports on it. 

Mr. Doccerr. We sent that out on August 5, 1958. 

Mr. Fountain. How much do you expect to have to pay out ap- 
proximately / 

Mr. Docarrr. We guess, and that is all it is, we guessed it to be 
something under a million dollars. The figure might only be $150,000. 

Mr. Corrman. A million dollars has alw: ays been used as an est 1- 
mate, although I don’t think there has ever been any indication it is 
going to approach a million dollars. 

Mr. Fountain. This law does require that a producer act in good 
faith. Itsays: 

In any case under the 1956 program in which a producer places reliance in good 
faith on incorrect information furnished to him by the authorized representatives 
of the Secretary, entered into an acreage-reserve or conservation-reserve con- 
tract or took action with intention of entering into such contract and the pro- 
ducer is not entitled to receive under the provisions of the program the payment 
which was stipulated in the contract or which would have been stipulated if 
a contract had been entered into, the Secretary is hereby authorized, whenever 
he deems it desirable in order to provide fair and equitable treatment to such 
a producer, to compensate such producer for any loss suffered by him as a 
result of action taken for the purpose of participating in the program. 

What procedures have you established, if any, to insure that pay- 
ments go only to those producers who acted in good faith, on the basis 
of misleading or inc ouaphea e information furnished by representatives 
of the Secretary of Agriculture ? 

Mr. Corrman. Here was a different problem. Here we were paying 
out Government money for the performance that the producer had 
done, rather than not collecting the penalties from the farmer, and here 
we did provide procedures for individual treatment of each farmer. 
There has to be determinations made concerning all of these points. 
Our instructions require the statements, documentation as to what the 
mistake was, and the fact that the information or misinformation was 
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given out by our own officials, and I believe we did furnish you a copy 
of our instructions. If not, we will certainly put it in the record. 

Mr. Ponp. We can give you this copy. 

Mr. Fountarn. We have that. 

Mr. Ponp. That is the regulation. Here are instructions if you want 
them. 

(The material referred to follows :) 
(Ref. Instruction 1030 (Soil Bank ’56)-—1) 




























Soil Bank Bulletin 1, Supplement [TV—Soil Bank 
UNITED STATES DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 


1956 ACREAGE RESERVE PROGRAM REGULATIONS 
(Reprinted from Federal Register dated August 12, 1958) 


PART 485—SOIL BANK 
SUBPART—ACREAGE RESERVE PROGRAM 


SUPPLEMENT IV 





The regulations governing the 1956 acreage reserve part of the Soil Bank Pro- 
gram, 21 F. R. 4879, as amended and supplemented, is hereby further supple- 
mented as follows: 

Pursuant to the provisions of Pub. Law 85-413, 85th Cong., the Administrator 
may, if he deems it desirable in order to provide fair and equitable treatment to 
a producer, authorize compensation for certain losses suffered by such producer 
under the 1956 acreage reserve program as a result of the circumstances set forth 
below : 

(1) Incorrect or incomplete information was furnished to the producer by a 
representative of the Secretary authorized to furnish information under the 
program ; 

(2) The producer relied, in good faith, on such information and entered into 
a 1956 acreage reserve agreement or took action with the intention of entering 
into such an agreement; and 

(3) The producer is not entitled to receive under the provisions of the regula- 
tions the payment which was stipulated in the agreement or which would have 
been stipulated if an agreement had been entered into on the basis of the in- 
correct or incomplete information. 

Compensation shall be paid to the producer under this supplement in an 
amount which the Administrator determines will reimburse the producer for the 
net loss suffered by the producer as a direct result of his destruction of a crop 
or his refraining from harvesting or grazing in an attempt to qualify for com- 
pensation under the 1956 acreage reserve program, except that compensation for 
such loss plus any compensation already received with respect to the tract or 
tracts treated as acreage reserve shall not exceed the compensation stipulated 
in the 1956 acreage reserve agreement or which would have been stipulated if 
an agreement had been entered into on the basis of the incorrect or incomplete 
information. 

Compensation shall be made under this supplement by the issuance to the pro- 
ducer of a negotiable certificate, redeemable by Commodity Credit Corporation. 
Such certificate shall be redeemable only in cash in accordance with the provi- 
sions governing redemption of certificates in cash in § 485.120 of these regu- 
lations. 

(Sec. 124, 70 Stat. 198, 7 U. S. C. 1812) 


Issued at Washington, D. C., this 7th day of August 1958. 
[SEAL] TRUE D. Morse, 
Acting Secretary. 































[F. R. Doc. 58-6463 ; Filed, Aug. 11, 1958, 8: 52 a. m.] 
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NOTICE SB-145 
UNITED STATES DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
Washington, D. C. 


TRANSMITTAL OF SoIL BANK PROVISIONS OF PUBLIC LAW 85-413 AND NUMBERING 
oF 1956 ACREAGE RESERVE INSTRUCTIONS 


Action by: ASC State offices. 
Approved: A. B. Bridgforth, Acting Deputy Administrator, Production Adjust- 
ment. 
Initiated by: Soil Bank Division. 
1. Purpose 
This notice transmits section 8 of the 1956 acreage reserve program instruc- 
tions. Section 8 provides instructions and guides to be followed by ASC State 
and county committees in the determination and processing of each case con- 
sidered under the provisions of Public Law 85-413, 85th Congress, approved 
May 16, 1958 and supplement IV to the 1956 acreage reserve regulations ap- 
proved by the Secretary July 31, 1958. This notice also provides for placing 
the previously issued 1956 soil-bank instructions—acreage reserve program—in 
the numbered instruction series. 


2. Numbering of previous instructions 


All copies of the 1956 acreage reserve instructions shall be numbered as 
Instruction 1030 (Soil Bank 1956)-1. Future issuances affecting the 1956 acre- 
age reserve program will be numbered in this series, and this number will be 
used in future references to this material. 


8. Section 7 of the original instructions 


= x © 


Section 7 which included pages 25-28 and steps 39 and 40 pertained to durum 
wheat only and was not distributed to States other than those producing durum 
wheat. 


4. State office action 


States should take steps to number and consolidate the 1956 instructions as 
indicated above and notify counties of the new provisions set forth in section 8 
as soon as possible. 


INSTRUCTION 1030(SB-—56)-1 
1956 Sor. BANK INSTRUCTIONS—ACREAGE RESERVE PROGRAM (Pt. 1, Par. 41) 


SECTION 8. INSTRUCTIONS FOR DETERMINATION AND HANDLING OF CASES ELIGIBLE FOR 
COMPENSATION UNDER SUPPLEMENT IV TO THE 1956 ACREAGE RESERVE REGULATIONS 


41. Purpose 

To acquaint State and county offices with the provisions of Public Law 85-413, 
85th Congress, 8S. 2937, approved May 16, 1958, and supplement IV to the 1956 
acreage reserve regulations, approved by the Secretary July 31, 1958. Also, to 
provide instructions and guides to be followed by ASC State and county commit- 
tees in the determination and processing of each case considered under the above 
authority. 


42. Background information 


Information received from the field has shown that in 1956 some producers 
were given incorrect or incomplete information by a member of the ASO State or 
county committees, or their representative authorized to furnish information 
under the 1956 acreage reserve program. As a result of such information, the 
farmer, acting in good faith, has suffered a net loss for which he could not be 
compensated under the then existing law. These cases undoubtedly occurred 
because the acreage reserve program was a new program and, having been placed 
in operation late in the year 1956, many county offices were understaffed and did 
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not have sufficient time to adequately train all employees in the many details 
of the program. It is now proposed that payment be made to the individual 
producer to compensate him for the net loss where it can be definitely determined 
that he suffered such loss because of the destruction of a crop or the refraining 
from harvesting or grazing, in good faith, on the basis of incorrect or incom- 
plete information given to him regarding his participation in the 1956 acreage 
reserve program. 
43. Authority for payment 

A. Because of the existence of such cases, and in order to provide fair and 
equitable treatment, Public Law 85-413 was approved. This law provides author- 
ity for payment to eligible producers where it is determined that a net loss was 
sustained because of incorrect or incomplete information given to the producer 
by a representative of the Secretary of Agriculture authorized to give informa- 
tion under the program. The provisions of Public Law 85-413 are quoted as 
follows: 

“That the Soil Bank Act is amended by adding at the end thereof the following 
new section : 


“COMPENSATION FOR INCORRECT INFORMATION FURNISHED UNDER 1956 PROGRAM 


“Sec. 127. In any case under the 1956 program in which a producer, in reliance, 
in good faith, on incorrect or incomplete information furnished to him by an 
authorized representative of the Secretary, entered into an acreage reserve or 
conservation reserve contract, or took action with the intention of entering into 
such a contract, and the producer is not entitled to receive under the provisions 
of the program the payment which was stipulated in the contract, or which would 
have been stipulated if a contract had been entered into, the Secretary is hereby 
authorized, whenever he deems it desirable in order to provide fair and equitable 
treatment to such a producer, to compensate such producer for any loss suffered 
by him asa result of action taken for the purpose of participating in the program.” 

B. Pursuant to the provisions of Public Law 85-413, supplement IV to the 1956 
acreage reserve program regulations was approved by the Secretary on July 31, 
1958, and is quoted as follows (copies of this amendment are being printed for 
distribution to the field) : 

“Pursuant to the provisions of Public Law 85-413, 85th Congress, the Admin- 
istrator may, if he deems it desirable in order to provide fair and equitable 
treatment to a producer, authorize compensation for certain losses suffered by 
such producer under the 1956 acreage reserve program as a result of the circum- 
stances set forth below: 

(1) Incorrect or incomplete information was furnished to the producer 
by a representative of the Secretary authorized to furnish information under 
the program ; 

*(2) The producer relied, in good faith, on such information and entered 
into a 1956 acreage reserve agreement or took action with the intention of 
entering into such an agreement; and 

(3) The producer is not entitled to receive under the provisions of the 
regulations the payment which was stipulated in the agreement or which 
would have been stipulated if an agreement had been entered into on the 
basis of the incorrect or incomplete information. 

“Compensation shall be paid to the producer under this supplement in an 
amount which the Administrator determines will reimburse the producer for the 
net loss suffered by the producer as a direct result of his destruction of a crop 
or his refraining from harvesting or grazing in an attempt to qualify for com- 
pensation under the 1956 acreage reserve program, except that compensation for 
such loss, plus any compensation already received with respect to the tract or 
tracts treated as acreage reserve, shall not exceed the compensation stipulated 
in the 1956 acreage reserve agreement or which would have been stipulated if an 
agreement had been entered into on the basis of the incorrect or incomplete 
information. 

“Compensation shall be made under this supplement by the issuance to the 
producer of a negotiable certificate, redeemable by Commodity Credit Corporation. 
Such certificate shall be redeemable only in cash in accordance with the provisions 
governing redemption of certificates in cash in section 485.120 of these regula- 
tions.” 
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44. Requirements for eligibility to receive compensation under these instructions 

For a producer to qualify for compensation under these provisions for losses 
incurred because of the 1956 acreage reserve program, the following must be 
determined : 

A. County office records or other available information must show that the 
producer was advised by a representative of the Secretary authorized to give 
information under the program that he could participate in the acreage 
reserve program ; and 

B. As a result of such incorrect or incomplete information the producer 
acted in good faith and destroyed a crop or refrained from harvesting or graz- 
ing, and because he is not entitled to the compensation stipulated in the agree- 
ment or which would have been stipulated if an agreement had been entered 
into on the basis of the incorrect or incomplete information, he suffered a 
loss. 


45. Examples of types of cases for which a producer may be compensated for a 
loss suffered by him 

The following examples describe or represent the types of cases for which 
compensation may be made under this authority. Cases other than those falling 
in these categories may be considered for payment of compensation, providing 
the facts and circumstances of the particular case will substantiate that the pro- 
ducer, because of incorrect or incomplete information regarding the program given 
by an authorized representative, acted in good faith and, as a result of such 
information, suffered a hardship by loss of net income. 

A. Producer A harvested an acreage of excess wheat from his farm. This pro- 
ducer subsequently entered into a 1956 corn acreage reserve agreement. At the 
time he entered into the agreement he was not advised that the marketing of 
the excess wheat would render him ineligible under the acreage reserve regula- 
tions to receive the compensation stipulated in the agreement. Before becoming 
aware of his ineligibility to receive any compensation under the corn acreage 
reserve agreement, he, in good faith, destroyed a growing crop, or refrained from 
grazing or harvesting in an attempt to comply with the terms and conditions of 
his 1956 corn acreage reserve agreement. 

B. Producer B entered into a 1956 acreage reserve agreement for which an 
incorrect allotment or soil-bank corn base was shown. On the basis of the incor- 
rect allotment or soil-bank corn base, the producer, in good faith, destroyed a 
growing crop in accordance with the terms and conditions of the agreement. 
However, when the agreement was revised downward to reflect the correct allot- 
ment or soil-bank corn base established for the farm, the number of acres eligible 
for payment was necessarily reduced. The value of the crop destroyed under 
the agreement as originally executed was in excess of the compensation that could 
be paid under the corrected agreement, and the producer suffered a loss. 

C. Producer C was erroneously advised that he could file an acreage reserve 
agreement for the total allotment of a commodity or the total soil-bank corn base 
and that he need not destroy an acreage of the commodity covered by the agree- 
ment, which had been planted. On the basis of this information he, in good faith, 
destroyed a crop other than that placed in the acreage reserve. Since he had not 
destroyed an acreage of the crop covered by the agreement, he was not entitled 
to receive the full amount of compensation stipulated in the agreement. As a 
result, the value of the crops destroyed exceeded the compensation which he 
received under the agreement. 

D. Producer D placed an acreage in the acreage reserve which, together with 
the planted acreage of that commodity exceeded the allotment or soil-bank corn 
base established for the farm for that commodity. He was erroneously advised 
that he could qualify for 1956 acreage reserve compensation for the acres placed 
in the acreage reserve by destroying a crop other than that placed in the acreage 
reserve. On the basis of this information, he, in good faith, destroyed another 
crop. Under the regulations, he was eligible to receive payment for only the 
number of acres by which the commodity covered by the agreement was reduced 
below the allotment or soil-bank corn base. The value of the crops destroyed 
was in excess of the compensation which he received under the agreement, and 
the producer suffered a loss. 

E. Producer E relied, in good faith, upon information given by a representative 
of the Secretary authorized to furnish information under the program, with 
regard to his eligibility to enter into an agreement. In this belief, he destroyed 
a growing crop or did not harvest or graze in an attempt to qualify for a 1956 
acreage reserve payment, Later, he was advised by the county ASC office that it 
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would not be possible for him to file an agreement. 
entitled to the compensation which would have been stipulated in the agreement 
had he been eligible, as originally advised. 


He, therefore, was not 








As a result of his destruction of the 


growing crop or his refraining from grazing or harvesting, he suffered a loss. 
F.. Producer F entered into a 1956 wheat acreage reserve agreement in which 
the county committee based the amount of compensation upon an appraised 


yield of the wheat crop. 
in order to comply with his agreement. 


46. Action by county committees 


The producer, in good faith, destroyed the wheat crop 


Later, the producer was notified that, 
under the regulations, he would be paid compensation based upon the normal 
yield, which was lower than the appraised yield. 
since the value of the crop destroyed exceeded the payment he received under 
the corrected agreement. 


The producer suffered a loss 


County committees shall provide, through normal channels, for public notice 
of the effect of this legislation and shall notify any individual producer whom 
they know to have suffered a loss under the 1956 acreage reserve program and 


who is entitled to consideration under these instructions. 


In each case consid- 


ered, the county ASC committee shall, in cooperation with the producer, deter- 


mine the loss per acre. 


In no case shall payment under these instructions, plus 


any compensation already received under the agreement, exceed the compensa- 
tion stipulated in the agreement or which would have been stipulated if an 
agreement had been entered into on the basis of the incorrect or incomplete 
If the county committee believes a producer is eligible to receive 
compensation under the provisions of the above-quoted supplement IV to the 
1956 acreage reserve regulations, a complete report shall be submitted to the 
State committee, setting forth the following information (the original and two 


information. 


copies of this report shall be submitted) : 
A. Name and address of producer—county and farm number. 
B. Information given to the producer : 


1. A statement explaining in detail the incorrect or incomplete information 


given. 


» 


2. When, where, and by whom the information was given. 


C. Action taken by the producer in an attempt to qualify for compensation 


under the 1956 acreage reserve program : 


1. A statement over the signature of the producer explaining in detail the 
action taken by him as the result of incorrect or incomplete information given. 

2. Name of crop, date, method, location, and number of acres destroyed. 

3. Location and number of acres of area not grazed because of misinformation, 
number of months grazing available but area not grazed, and description of 


cover on area. 


4. Name, location, and number of acres of crop not harvested because of 
incorrect or incomplete information. 
D. Amount of net loss and basis for determination : 
1. In the case of a crop that was destroyed, the value should be determined 
so as to reflect the net loss to the producer in failing to carry the crop to com- 


pletion. 


») 


2. In the case of refraining from grazing or harvesting the area, the amount 


of loss should be determined on the basis of the appraised net loss to the producer 


for failing to graze or harvest the area for the period involved. 


E. Information and amount of compensation covered by the agreement or, 
if no agreement was executed, the information and amount of compensation that 
would have been covered had an agreement been executed on the basis of the 
incorrect or incomplete information : 

1. Name of commodity, and number of acres of allotment or soil-bank corn 


base. 


2. Number of acres harvested (commodity covered by agreement). 


2 


stipulated 


in 


the 


3. Number of acres placed in acreage reserve. 
4. Compensation 


agreement 


or 


which 


would 


have been 


stipulated if an agreement had been entered into on the basis of the incorrect 
or incomplete information. 
5. Amount of compensation already paid to the producer under the agreement. 


47. Compensation to producer 


When compensation payable to a producer is authorized, the county office shall 


issue a 


Commodity Credit 


Corporation negotiable certificate, which shall be 
prepared and issued in accordance with instructions in 47—-FI. 
shall identify the crop year as “1956” and the commodity for which issued. 


Each certificate 


The 
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commodity to be shown on the certificate shall be the one covered by the agree- 
ment, or the one that would have been covered if an agreement had been 
executed. Any certificate issued under this authority is redeemable in cash 
only, and the producer shall be so advised. 

48. Action by State committee 

A. Immediately notify all county ASC offices of the information provided in 
this notice. 

B. The State committee shall thoroughly review the information submitted 
from the county committee covering each individual case. On the basis of such 
review, the following determinations shall be made: 

1. Does the case fall within the scope of provisions provided by supplement IV 
of the 1956 acreage reserve regulations? (If it is determined by the State com- 
mittee that the case does not come within the scope of supplement IV, it shall be 
returned to the county committee with a written statement setting forth the de- 
termination of the State committee with reasons therefor.) The county committee 
should be instructed to notify the producer in writing that compensation cannot 
be paid. 

2. Does the case come within the group of examples outlined in paragraph 5. of 
this notice? 

(a) If it is determined that the case comes within the group of examples cited 
in this notice, the State committee shall determine, upon the basis of the county 
committee’s report or on the basis of any other available information, the amount 
of compensation which will reimburse the producer for his net loss and to which 
it is determined he is entitled. (In no case can the amount of payment de- 
termined under the instructions, plus payment already paid under the agree- 
ment, exceed the payment stipulated in the agreement or which would have 
been stipulated if an agreement had been entered into on the basis of the in- 
correct or incomplete information. ) 

(b) The State committee shall notify the county committee in writing of its 
determination and authorize the county committee to make payment to the pro- 
ducer, as outlined in paragraph 7 of these instructions. 

©. Handling of cases that appear to warrant relief, but do not come within the 
group of examples cited in paragraph 5: 

1. Cases that appear to the State committee to fall within the scope of sup- 
plement IV of the regulations, but are not covered by the examples in these 
instructions, shall be submitted to the Soil Bank Division for review and con- 
sideration for approval by the Deputy Administrator, Production Adjustment, 
CSS. 

2. In such cases, the complete record (original and one copy) fully documented 
with recommendations of the county and State committees, shall be submitted 
to the Soil Bank Division for consideration by the Deputy Administrator, as out- 
lined in 1 above. 

3. Upon completion of the review, the case will be returned to the State com- 
mittee with formal memorandum, indicating action of the Deputy Administrator, 
Production Adjustment, CSS. Notification will then be given to the county com- 
mittee and the producer in the usual manner. 


Mr. Corrman. We have instructions to implement that regulation, 
which do go into considerable detail as to the findings that the county 
committee uses to make before they can pay this individual. It is Soil 
Bank Notice 145. 

Mr. Ponp. It is an amendment to the instructions at the top of the 
page. 

Mr. Corrman. We set forth precisely the categories of cases which 
could be covered, with the admonition that if there were any other 
cases which seemed to fall within the general provisions of that regu- 
lation, that they should be submitted to Washington to make a deter- 
mination. 

Mr. Fountain. Are there any other questions in connection with 
Public Law 413 4 
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Mr. Nauenton. I have one or two. 

Mr. Fountain. There is one observation I would like to put in the 
record: The Department estimated that in 1956 production of wheat— 
and if Iam wrong will you correct me—had been reduced from 25 mil- 
lion to 30 million bushels, corn from 100 to 125 million bushels, and 
cotton from 200,000 to 300,000 bales below what would have been pro- 
duced without the soil bank. However, actual production of both 
corn and wheat increased in 1956. More than $170 million was paid 
out in the 56 corn agreements covering more than 5 million acres. 
Nevertheless, corn produc tion increased from 3,230 million bushels in 
1955 to 3,421 million in 1956. 

While harvested acreage of corn in 1956 declined some 314 million 
acres in 1955, the Department had estimated in March of 1956 before 
passage of the soil bank that corn ac reage planted would be reduced 
by some 3 million acres. It doesn’t look like we reduced our surplus 
very much by virtue of the 1956 soil bank, does it ? 

Mr. Micuer. How about some up-to-date figures on the same score ? 
Does it show any marked improvement on that? Ifso, what is it? We 
are talking about 1956. I am pretty interested in 1958. What did we 
do in 1957, for instance ? 

Mr. Fountarn. 1957 and 1958 would be interesting to get. 

Mr. Ponp. This is estimated production and reduction for each 1956, 
1957, and 1958. 

Mr. Fountarn. I wonder if you would leave that for the record. 

Mr. Ponp. Yes. 

(The document referred to follows :) 
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Mr. Micue.. What are a couple of general figures on there ? 

Mr. Ponp. Total for corn for 1956 was 113 million bushels, reduc- 
tion estimated, for 1957, 329 million bushels, for 1958, 388 million, or 
a total for the 3 years of 830 million bushels. 

Mr. Fountain. What are the actual figures as compared with es- 
timates ? 

Mr. Ponp. Those are the figures which show that, had there been 
no acreage reserve—these are conservative estimates made with the 
aid of official crop estimators of the Department—there would have 
been at least this much more production of corn, and there is a com- 
parable figure in here for cotton, rice, tobacco, and peanuts. 

Mr. Horrman. Do those apply only to the commercial corn areas? 

Mr. Fountain. We will have to ask him that. 

Mr. Ponp. No. These are the estimated reductions which are at- 
tributable to the acreage reserve and the acreage reserve applies 
only in the commercial corn area for corn. 

Mr. Horrman. How many million bushels, approximately, or how 
many less, were produced in 1957 than 1956, the country over? Is 
that it? 

Mr. Ponp. These are estimates of the reduction in production which 
is directly attributable to the acreage which was placed in the acreage 
reserve. 

Mr. Horrman. That is what you say. I asked you about corn the 
country over. I wasn’t in it: I grew some corn. Will you get my 
figures in it? 

Mr. Ponp. I have a full 2 inches of materials here in this volume 
and I didn’t bring those on production. I would be glad to furnish 
them to you if you wish. 

Mr. Naucuton. What figures do you want? 

Mr. Horrman. What I was trying to learn was how much produc- 
tion of corn, total production in the country, was produced over 
those years. He is talking about the commercial corn areas. 

Mr. Micuet. For the sake of comparison, do we not have some gen- 
eral figure of corn produced outside the commercial corn area? What 
percentage is itofthetotal? Isthat available? 

Mr. Doccerr. We do not have it here. 

Mr. Micuen. Do you have an offhand figure? 

Mr. Doccerr. Outside of the commercial area ? 

Mr. Micuex. Corn area. 

Mr. Doacerr. Can you guess? Isn’t that about 20 percent? 

Mr. Manwartne. We would have to furnish that. We don’t have 
it available. 

Mr. Doaeerr. It is published. 

Mr. Manwarine. If we gave a figure now, without checking, it 
would be incorrect. 

Mr. Horrman. Will you check and tell us? You know what I 
want. 

Mr. Manwartine. We will get the figures as far as we can. 

Mr. Horrman. You reduced corn acreage in this program, as you 
say. 

Mr. Ponp. You would like the estimate of the production of corn 
for recent years in the commercial area, and in total ? 
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Mr. Micuet. In the total, because we just took a figure out of thin 
air and said 20 percent of the total production of corn is outside the 
commercial corn area. As Mr. Hoffman suggests, if there was a sig- 
nificant increase or decrease, 20 percent of the total could be a sizable 
amount. 

(The information requested is as follows :) 


1958 commercial corn area, United States—All corn: Acreage, yield, and 
production 


| | 
} | 5-year 

1956 1957 1958 average, 
| | 1954-58 


Planted acres (thousands) 





| 
Commercial area | 60,194 | 60, 030 | 57, 952 | 54,097 
Noncommercial area...................... 21,991 | 21,067 | 20,267 | 19,888 


Total 82,185 | 81,097 | 78,219| 73,985 | 74,437 


Production (million bushels) 





2, 614 | 2, 608 | 2, 874 | 2, 799 | 2, 923 | 2, 764 
444 | 522 | 581 604 | 666 583 





3,058 | 3,230 | = 3,455 | 3,403 | 3, 589 | 3, 347 
| | | | | 


Yield (bushels) 


Rnenenne O008: ..... -.... sce eeaanececens 3.4 | 3. 0.8 | 51.7 | 53.5 | 48.3 


Noncommercial area..............-.....-- 20. 3 29. £ 28.7 30.4 | 33. 6 | 28. 


44.2} 46.0 48.2 43. 
| | | 


NOTE.—932 counties. 
Source: Grain Division, CSS, Agriculture, Washington, Sept. 10, 1958. 

Mr. Horrman. We now know how much you paid the farmers, or 
certain farmers, to reduce their production, but we do not know how 
much the other fellows reduced, if at all. 

Mr. Meyer. Production figures in 1958 have been pretty high, be- 
cause in general, good weather conditions were with us. We were set- 
ting a new alltime average yield on corn for the United States of 49 
bushels. 

Mr. Doacerr. Alltime average yield on cotton of 498. 

Mr. Micue.. Could we get an average bushel per acre for corn, 
1956, 1957, and 1958, because we know that every year we are putting 
more fertilizer and more into the soil, so it will naturally produce 
more bushels per acre as we go along. I don’t know where it will 
stop. 

Mr. Meyer. We will soon have our final crop report out as of the 
10th of October. That will give you all those figures. We will send 
you over one of those, on all crops. 

Mr. Fountarn. Are there any other questions of these gentlemen ? 

Mr. Reuss. Noquestions. I have a request. 

Mr. Fountatn. Mr. Naughton ? 

Mr. Naveuton. Mr. Coffman, going back to our discussion about 
the duplicate payments for crop insurance and the soil bank on the 
same acreage, that was not done in any year except 1956, was it? 
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In other words, since 1956 have the regulations of the Department 
been changed, in order to prohibit duplicate payments on the same 
acreage / 

Mr. CorrmMan. Iam trying tothink. I know there were no duplicate 
payments. Let me get it straight : In 1956, the crop-insurance program 
was already out, when we went out with the soil bank, and the crop 
insurance actually covered a man’s loss by natural causes, and up to 
that point paid him for the balance for destroying what was left. 
That was in 1956. In 1957 and 1958, while our soil-bank regulations 
don’t deal with this problem, I am under the impression, in fact I am 
pretty sure that the crop-insurance features have been worked out 
so that he does not get crop insurance on that part of the acreage that is 
inthe soil bank. That isthe way it was worked out. 

Mr. Naventron. Was there any coordination between the crop-in- 
surance program people and the soil-bank people to see that the esti: 
mates of crop yield were consistent ? 

Mr. Corrman. Thisis in what year? 

Mr. NaueutTon. 1956. 

Mr. Corrman. Someone else would have to answer that. I am not 
familiar with that part of it. 

Mr. Dogeerr. I think the answer is “No,” because in many cases 
there would be little or no correlation. Now in establishing the normal 

yields, yes, but not at the local level. 

In other words, we used all available figures in establishing normal 
yields that were available, through the Agricultural Marketing Serv 
ice, through our own Commodity Stabilization Service, and eve Ey- 
thing that was available in the Department on what were normal 
yields. 

Mr. Doccrrr. But as far as being at the farm level, the appraisals 
would not be correlated because they would be at different times and 
there would be nothing to be gained by it. 

Mr. Naventron. Let me take a hypothetical case of a corn producer 
who had a 43-acre corn allotment in 1956. 

He also had 8 acres which he had planted in the fall of 1955 to 
wheat, on which he had taken out crop insurance. It was a very dry 
year. Sometime prior to July 27, the crop-insurance people come 
around and inspect that wheat and decide he is not going to get any 
yield at all on that land, and therefore he is entitled to a crop-insur 
ance payment. 

Under the regulations, could that man, having 8 acres of corn base 
which is not being used, plow under that 8 acres of wheat on which 
he got a crop-insurance payment and get that into the corn program at 
the normal yield? 

Mr. Doacerr. Yes, sir. 

Mr. Naveuton. My final question : Some $250 million was paid out 
in the soil bank. How much did you actually collect in penalties? 1 
think you have a figure of $5,720.59 civil penalties assessed. 

Mr. Ponp. Those are civil penalties assessed. There was a total of 
$55,082.72, which was forfetited, and there were refunds of $20,169.96. 
and total amount of refunds collected—and maybe this is the figure you 
are aiming for—$15,995.10. 

Mr. Naveuton. The refunds occurred where you made a soil-bank 
payment to a man and you decided he did not qualify and got it back. 
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A forfeiture would be where you decided he was not entitled to a pay- 
ment and he didn’t get it. I am talking about civil penalties where 
man harvested a crop and had to pay 50 percent of the figure he would 
have received. 

The figure there is $5,720 assessed. How much of that was actually 
collected ? 

Mr. Ponp. To date—that is, as of June 30, 1958—$4,566.80. 

Mr. Naveuron. Thank you. 

Mr. Micuex. How much does it cost the Department to get that four 
or five thousand dollars 4 

Mr. Meyer. They are put on the debt register and the county office 
collects them when they earn money in other programs sometimes. 
The farmer comes in and writes a check. If he had to go to court like 
we would have had to do with the civil penalty cases in ‘1956, we would 
have probably spent a lot more money trying to defend the cases in the 
court than the 2 or 3 million dollars that was paid out, I suspect. That 
is something that should be taken into consideration when you think 
of the taxpayer. 

Mr. Fountain. I quite agree with you, but the question is always, of 
course, when the Congress passes a law, whether or not the agency is 
carrying out the spirit and intent of the law, even though it might 
violate the law and save the taxpayers some money. 

Mr. Micret. If I might make an observation, here Mr. Chairman, 
i think we always find Government benefits given much more publicity 
than the accompanying penalties. The headline in the Des Moines 
Register referred to earlier in bold caps proclaims how many dollars 
the farmers would get. I didn’t see one line or paragraph in the ar- 
ticle about a penalty in case of noncompliance or forfeiture, or what- 
ever the case may be. It is always how much you are going to get and 
so little of that fine print of what the farmer can actually lose if he 
does not go along lock, stock, and barrel. 

Mr. Fountain. We have quite a few documents and pieces of corre- 
spondence and opinions which I think ought to go into the record, so 
that the total picture is there. Since I don’t have all of them avail- 
able, if there is no objection, we will insert those as it of the record. 
They include the letter of September 16, from Mr. Naughton to Mr. 
Doggett and Mr. Doggett’ s very detailed reply, ine luding exhibits, 
dated September 23, and opinions of the General Counsel’s Office of 
the Department of Agriculture, as weli as opinions of the Comptroller 
General. 

Mr. Navueuton. We also have a letter from the Iowa State com- 
mittee, dated September 25. 

Mr. Fountain. We have other correspondence in connection with 
this hearing, including a letter dated September 25 to Mr. Naughton 
from the Iowa ASC Committee. 

If there is no objection, we will include those as part of the record, 
so that anyone who reads it will get the total picture. 

(The data referred to appears in the appendix as exhibits D 
through @.) 

Mr. Micnuet. To complete that record, would it be possible to also 
include in there at the point where we were discussing the six test 
county figures and using the only ones of Nebraska and Towa, and in- 
cluding those of Illinois? 
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Mr. Fountatrn. I think at the time we said we would make this part 
of the record. We will put the whole report in or we can put that 
information back at the point where the question was raised. 

Any other questions ? 

Mr. Navueuron. I wonder if we could have the Secretary’s letter of 
September 6 to the Comptroller General to put in the record. 

Mr. Ponn. We can give you a copy right here. 

Mr. Fountain. I doubt very seriously if the committee will have an 
opportunity to write a report on this matter, but at least we will have 
the record, which may serve some useful purpose for the Department, 
as well as a useful purpose for the Congress in connection with any 
future legislation on the subject. 

Are there any other questions or comments? 

If not, the committee stands recessed until 10 o’clock tomorrow 
morning, when it will have a hearing on other matters. 

(Thereupon, at 4:45 p. m., the committee recessed, to reconvene at 
10 a. m., Wednesday, October 1, 1958.) 





APPENDIX 


EXHIBIT A 


Excerpt from President’s message to Congress relative to agriculture and 
to raising the income and advancing the security of our farm families, 
January 9, 1956. 

Excerpt from statement by Secretary of Agriculture Ezra Taft Benson 
before Senate Committee on Agriculture and Forestry, January 12, 1956. 

Excerpt from notice to correspondents, examples of how proposed soil- 
bank program would work, February 6, 1956. 

CSS memorandum to State offices (Notice General 349), February 28, 1956. 

CSS memorandum to State offices (Notice General 348), February 29, 1956. 

President’s veto message on H. R. 12, April 16, 1956. 

Secretary Benson’s comments on Presidential veto, April 16, 1956. 

Statement by President on soil-bank bill, May 28, 1956. 

Secretary Benson’s comments on soil-bank bill, May 29, 1956. 

Announcement of 1956 crop corn price supports, May 31, 1956. 

Announcement of soil-bank acreage reserve payment rates, May 31, 1956. 

Announcement of general requirements for participation in soil bank, June 
8, 1956. 

CSS telegram of soil-bank instructions to all State ASC offices, June 8, 1956. 

Announcement of acreage reserve payment rates for tobacco and peanuts, 
June 8, 1956. 

Excerpt from The Soil Bank Acreage Reserve Program for 1956, June 15, 
1956. 

Telegram to State ASC offices authorizing signing of acreage reserve agree- 
ments, June 19, 1956. 
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1. Excerpt FROM PRESIDENT’S MESSAGE TO CONGRESS RELATIVE TO AGRICULTURE 
AND To RAISING THE INCOME AND ADVANCING THE SECURITY OF OUR FARM 
FAMILIES, JANUARY 9, 1956 


1. THE SOIL BANK 


Our most pressing need today is to work off our surpluses so that our basic 
program of 1954 can succeed in gearing production to prospective markets at 
fair prices. A three-pronged attack is needed. 

First: Future production of crops in greatest surplus must be adjusted 
both to the accumulated stocks and to the potential markets. 

Second: Producers of other crops and of livestock must be relieved of 
excessive production from acreage diverted from surplus crops. 

Third: Lands poorly suited to tillage, now producing unneeded crops and 
subject to excessive wind and water erosion, must be retired from cultivation. 

These essential adjustments can all be hastened through a soil-bank program. 
I recommend a soil bank of two parts. 

The first is designed to meet the immediate need to reduce the crops in greatest 
oversupply. It may be called the acreage-reserve program. 

The second part is a long-range attack to achieve better land use and protect 
farmers and ranchers from the effects of production on acres already diverted. 
It may be called the conservation-reserve program. 


A. The acreage-reserve program 


I recommend that the Congress consider a voluntary additional reduction in 
the acreage of certain crops which today are in serious surplus—wheat, cotton, 
corn, and rice. 

In considering the application of this program to each of these crops, the 
Congress will wish to accord special attention to their distinctive problems— 
notably in the case of corn—as set forth later in this message. 
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I do not propose this program as a device to empty Government warehouses so 
they may be filled again. There is, therefore, a basic corollary to the acreage 
reserve program: in future years we must avoid, as a plague, farm programs that 
would encourage the building up of new price-depressing surpluses. 

What I here propose is essentially a deferred-production plan. As a neces- 
sary part of the voluntary acreage reduction, it is essential to protect the farm- 
er’s income. It would be grossly unfair to require farmers to bear the full bur- 
dens of this readjustment. Just as other readjustments from war were 
shouldered in considerable part by the Nation as a whole, so should this. 

In the case of wheat and cotton, for example, I look to a voluntary reduction 
equivalent to possibly one-fifth of the acreage otherwise permitted by allot- 
ments—perhaps 12 million acres of wheat and 3 million of cotton. It should be 
practical to include wheat already seeded if it is incorporated with the soil, as 
green manure, or by other accepted practices. This would make it possible for 
more farmers to enter the program immediately and thereby start at once to work 
down the surplus. 

Administrative discretion is needed to assure that the rates of reduction in dif- 
ferent areas are related to the supply and demand conditions for different grades 
and classes. The farmer’s cooperation in this temporary program must not 
impair his historic acreage allotments. Rights of tenant farmers must be pro- 
tected. I should expect the reduction in wheat and cotton plantings to continue 
for some 3 or 4 years, during which time these huge crop carryovers should 
decline to normal levels. 

In return for their voluntary participation in the acreage-reserve program 
cooperating farmers will be allocated certificates for commodities whose value 
will be based on the normal yields of the acres withheld in this reserve. I recom- 
mend that these certificates be made available to cooperating farmers through 
their county agricultural stabilization committees at normal harvesttime for each 
crop. The certificates will be negotiable so farmers can convert them to cash. 
They will be redeemable by the Commodity Credit Corporation in cash, or in kind 
at specified rates. 

I further recommend that the legislation provide that each participating farmer 
contract to refrain from cropping or grazing any land he puts in the acreage 
reserve. 

By so reducing crop production, commodities now in Government ownership 
can be used to supply market needs up to a proportionate amount. Thus the 
bulging Commodity Credit Corporation stocks can be correspondingly worked 
down without depressing current market prices. 

The program will operate in this way: A farmer, with an allotment of 100 
acres of wheat, for example, may choose to plant only 80 acres and put the 
remaining 20 in the acreage reserve. His acreage allotment will not be affected. 
He will agree not to graze or harvest any crop from the 20 acres put into the 
reserve. 

In return for this cooperation in the temporary acreage reduction program, 
he will receive a cashable certificate. The certificate will be equal to a per- 
centage of the value of the crop he would have normally harvested from the 20 
acres. This percentage will be set at an incentive level sufficiently high to assure 
success of the program. 

This deferred-production plan uses the surplus to reduce the surplus. 

It will be financed with commodities already owned and paid for by the 
Government. Time and shrinkage, storage and other costs are eroding away 
the present value of these stocks. Consequently, the real net cost to the 
Government—taking these and other facts into consideration—will be sub- 
stantially less than the apparent cost in payments made on certificates. 

I emphasize that this program is specifically intended to provide an income 
to farmers while the essential adjustment in stocks is being accomplished. 

There are many virtues in the plan. 

It will help remove the crushing burden of surpluses, the essential precon- 
dition for the successful operation of a sound farm program. 

It will reduce the massive and unproductive storage costs on Government 
holdings—costs that are running about a million dollars a day. 
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2. Excerpt From STATEMENT BY SECRETARY OF AGRICULTURE Ezra TAFT BENSON 


BEFORE SENATE COMMITTEE ON AGRICULTURE AND FORESTRY, JANUARY 12, 1956 
SOIL BANK 


To help bring about a balance of supplies and markets, the President proposed 
the establishment of a soil bank, which would be in two parts. 


Acreage reserve 


One part of the soil bank would be called the acreage reserve. This is really 
a deferred-production plan. It would be voluntary and temporary, aimed at 
reducing production, and hence carryover, of those crops which today are in 
greatest surplus. The President recommended that the Congress consider this 
plan for wheat, cotton, corn, and rice. He set up as a target the reduction of 
carryover for these crops to normal in 3 or 4 years. 

Essence of the program is that farmers would voluntarily reduce production 
below their allotted acres. They would place specific acres into the reserve, 
receiving in return, as compensation, certificates which would be redeemable by 
the Commodity Credit Corporation in cash or in kind. Basis for the value of the 
certificates would be the normal yield on the designated reserve acres. 

With production reduced, commodities now in Government hands could be used 
to supply market needs. Thus CCC stocks could be reduced without depressing 
current market prices. 

Farm incomes would be protected and increased during this adjustment. 

As we have considered the acreage reserve program, certain principles have 
emerged, which seem essential to its success. 

1. The inducement offered farmers would have to be generous.—Before farmers 
would comply they would have to feel that their net incomes would be at least 
as high as if they planted their allotted acres. Broad participation is necessary 
to assure success of the program. In establishing the percentage of the normal 
vields on the reserve acres which would determine the value of certificates, 
we will have to take account of the farmer’s alternatives, since that is what 
farmers themselves will do. Legislation should establish suitable criteria and 
leave room for administration discretion. 

2. The acreage reserve program will work only for allotment crops.—Sale of 
stocks back into the market would be disastrous unless room is created in the 
market by a cutback in current production. Without such cutbacks, prices would 
be forced down. Or. if price support is provided, other stocks would move into 
CCC hands to offset stocks moved out. 

The program must be so operated as to give a lift to the market, not to beat 
down prices 

3. The acreage reserve program is not a substitute for a vigorous disposal 
policy.—CCC should continue and strengthen its efforts to sell or otherwise dis- 
pose of its commodities abroad and at home. Failing this, we might fail to 
reduce our stocks and the objective of the program would be lost. 

An aspect of this program is common to all programs which rely on acreage 
limitations in order to hold production in check. Farmers may intensify opera- 
tions, increase yields and partially offset the effect of the program. However, 
the size of the acreage cut proposed and the temporary nature of the program 
seem to me to give good reason for anticipating success. 

The scope of the acreage reserve program could be impressive. If applied to 
wheat, cotton, corn, and rice it could create a place in the market for more than 
a billion dollars’ worth of Commodity Credit Corporation stocks in a year’s 
time. 

We would use the surplus to use up the surplus. 

An increase in net income of farmers would come from buoyancy in the price 
structure caused by evidence to the trade that the surplus problem was finally 
coming under control. Presently the trade is fearful that our surplus may con- 
tinue to increase or may be dumped. Prices are thereby depressed. 

Certificates could in all probability be issued as soon after the planting season 
as compliance could be determined. 

The immediate effect of the certificates would be to increase the net incomes of 
farmers. Income from the certificates would more than replace net income from 
sales of products from the reserve acres. The very fact that farmers would come 
into the program would itself indicate that they considered this their better 
alternative. 
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The program would have an insurance feature in this respect: even though 
crops might fail, the cooperating farmer would still receive a certificate based 
on normal yields from the reserve acres, which would have a cash value. 

The acreage reserve program would be largely and perhaps wholly financed 
by commodities already owned by the Government rather than by a new outlay 
of funds. 

In terms of alternatives the acreage reserve program is not costly, but eco- 
nomical. Whether we shall be able to avoid a loss by taking any other course 
is doubtful indeed. Storage costs run about a million dollars a day. In about 
8 years, the carrying costs on a bushel of wheat equal the value of the wheat. 
Time and shrinkage, storage, and other costs are eroding away the present value 
of these stocks. Consequently, the real cost to the Government—taking these 
and other facts into consideration—will be substantially less than the apparent 
cost in payments made on certificates. 

Above all there is the price-depressing effect of the surplus, which levies a 
heavy and growing burden on our farm and ranch people. Our economists esti- 
mate that the huge surpluses reduced farm income in 1955 by the staggering 
sum of more than $2 billion. This is nearly 20 percent of net farm income. 
No apologies are required for the cost of a program which gives real hope for 
removing so heavy a burden. 

There is no plan which can solve quickly problems which have been many 
years in developing. We must be careful not to overpromise. But the soil bank, 
with the acreage reserve program and with the conservation reserve, which I 
am about to describe, will make sizable contribution toward vital balancing 
of supplies with market demands. 


ad 


3. Excreret FrRoM NOTICE TO CORRESPONDENTS—EXAMPLES OF How PROPOSED Sol 
BANK PROGRAM WoULD Work, FEBRUARY 6, 1956 


DEPARTMENT OF AGRICULTURE, 
Washington, February 6, 1956. 
Notice to Correspondents: 

Attached is background material developed in the Department to illustrate 
how the proposed soil bank program would work, what administrative regula- 
tions might have to be made, suggested rates of payment for participation, and 
other pertinent information. This material was presented to the Senate Com- 
mittee on Agriculture and Forestry February 3 and has been made public by it. 
The Department emphasizes that the information included in the attached 
statement is necessarily very tentative and should be treated accordingly. 
Extensive checking with farmers in the field will be needed. Final arrangements 
for carrying out the soil bank will, of course, depend upon the final form of 
legislation involved. The Department of Agriculture will welcome continued 
suggestions and recommendations from farmers. 


PLANS FOR IMPLEMENTING THE Sor BANK (TENTATIVE) 


These are the types of administrative regulations which might be needed 
assuming the legislative proposals which have been made. 


I. ACREAGE RESERVE. OBJECTIVE: REDUCE PRODUCTION OF ALLOTMENT CROPS 


A. Establishment of yields to serve as a basis of payment 

1. Follow this procedure: 

(a) Use check yields during 1951-55 as a base. 

(b) Break the national yield figure down by States and counties 

(c) County committeemen determine normal yields for community (these 
weight out to county normal yields). 

(@) Community committeemen establish a normal yield for each farm in the 
community which grows the allotment crop concerned. Each such farm will be 
placed in 1 of 5 or 7 yield categories, ranging above and below the community 
average. Adjustment procedures will be used to line yields with community 
average. (Up to this point everything can be done in the county office and will 
move rapidly.) 

(e) Individual farmers will be invited to offer land for the acreage reserve 
which is equal in productivity to land which has been used for the given crop on 
their farms. Thus they can be quoted a dollar figure per acre for typical land, 
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for the allotment crop on the farm. With the possible exception of the first year, 
farmers should indicate their intention to participate prior to planting time. 
Farmers may sign up for land better than average for the farm in which case 
they will receive payments based on a higher yield. If below average, a lower 
per acre payment will be made. 


B. Preliminary payment rates, minimum and maximum, participation and cost 


1. Payment rates: The extent to which these rates need to be varied accord- 
ing to quality, location, and other factors is still under study (these figures are 
preliminary and are being checked in the field): 

(a) Cotton: 50 percent of the average support price. 

(b) Wheat: 50 percent of the support price. (Legislation may not be forth- 
coming in time to make a program this year on winter wheat practical.) 

(c) Corn: 50 percent of the support price. Discussions continue on the 
serious difficulties of including corn in this program. 

(d) Rice: 50 percent of the support price. 

2. Maximum and minimum participation (these should be administrative 
matters, not specied in the law. Also there should be discretion to take care of 
farmers who for reasons of sickness or disability may not wish to operate their 
farms) : 

(a) Maximum: Grain—30 acres or 50 percent of allotment, whichever is 
larger ; cotton—10 acres or 50 percent of allotment, whichever is larger. 

(>) Minimum: Grain—10 acres or allotment, whichever is smaller; cotton— 
2 acres or allotment, whichever is smaller. 

3. Participation and cost, national basis (highly tentative) : 
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which National average Rate of payment based on mate cost Total 
might | yield per acre normal yield | peracre | cost 
} comein | 
Se - —— ——$<$<$_____—_— nf ieee - aniemanil 7 —— a 
Millions | | Millions 
Cotton_-...- -| 3.0 5.0 | 303 pounds_-_--_-- 50 percent of loan level_-_....-- $45 |  $135-$225 
Wheat.........| !12.0-15.0 | 15.8 bushels_-.---- stesglliicatemancaieiaiiias panaicomrenaninals : 15 | 180— 225 
Ce wa cee nws 4.0- 6.0 | 44.2 bushels 2____- ag tpassthans dba win enkna ici 31 125- 185 
ei nt citinn | .3 | 2,500 pounds- --._- siti cadetiaia ta aii atk atacand aaa i 50 | 15 
Wi) MOS ta ese 





1 Based on both winter and spring crop. 
2? Commercial corn area yield. 


C. Agreement-landlord tenant relationship 


1. Compensation is to be divided among interested landlords and tenants 
on the farms in the same proportion as they would have shared in the crop 
in the absence of a reserve-acreage program, unless division on another basis 
is agreed upon by landlords and tenants and their agreement is approved by the 
county committee in accordance with standards prescribed by the State com- 
mittee. 












4. CSS MEMORANDUM TO STATE OFFICES 
1956 


(NOTICE GENERAL 349), FEBRUARY 


NOTICE GENERAL 349 


Unitep States DEPARTMENT OF AGRICULTURE 








COMMODITY STABILIZATION SERVICE 
Washington, D. C. 


PROPOSED Sorr-BANK PROGRAM 









Action by : All ASC State committees. 
Initiated by: Office of Deputy Administrator, Production Adjustment, Agricul- 
ture, Washington. 
Approved for the Administrator: Clay H. Stackhouse, Acting Deputy Admin- 
istrator, Production Adjustment. 
At the request of the Under Secretary of Agriculture, each State office is 
requested to contact sufficient farmers and landowners to determine the level 
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of payments which would be necessary to induce farmers to cooperate in the 
proposed soil-bank program now under consideration by the Congress. You 
are requested to make such contacts, summarize the results, and report such 
findings to this office not later than March 12, 1956. 

This report should cover only the proposed acreage-reserve program if 
applicable in your State. The State administrative officer should select one 
county in each farmer fieldman’s district for this sample check and request 
each fieldman to report for five farms representing different yield conditions 
in the county. The results of these field checks will be given careful con- 
sideration in the establishment of national payment rates. No report is re- 
quired if there are no crop allotments in your State. 

A separate summary should be prepared for each of the following: Wheat 
(commercial area States only), cotton, rice, corn (commercial area only), and 
tobacco (by types). While Senate bill 3183 includes only certain types of 
tobacco, we ask that you report separately for each type grown in your State. 
For each of these crops we desire a report indicating the average payment per 
acre in dollars necessary to get farmers to underplant their acreage allotments 
for the designated crops. For each of the allotment crops raised in your State, 
such dollar figures should be reported by farms giving their reported normal 
yields. The report should be prepared in such a manner that the normal farm 
yield can be compared with the per acre payment required to get the farmer 
to underplant his allotment. 

It is suggested that the data for the acreage reserve crops be reported in a 
manner similar to the example below, sent in by the State of Oklahoma. 


OUR STII OW erections case eee i ics alicia Ee. Oe: 


Ne eae siasaiitisa og Nesitssoce deuiial ; Wheat 
PRN, SOR SE hi ok nena andde mente ob ciibneseais ee ee 17.7 
NS I a baa iGun mentee op eS BAS | SRE 15. 6 


Basic price support rate___-__-__ anton ae $2. 09 







Farmers’ Farmers’ 
opinion of opinion of 

| per acre per acre 
payment payment 

| rate re- rate re- 
| | quired for quired for 

Farm | Farm Normal partici- Farm Farm Normal partici- 
; allotment yield pation in allotment yield pation in 
| diversion diversion 
| of 20 to 30 of 20 to 30 
percent of percent of 

farm farm 
allotment | allotment 









i ica! 135 19 $28 z.. ‘ 94 18 | $20 
ir aint le 232 20 29 || F 77 15 | 30 
ii ccbecqsken | 301 20 25 || G abit 139 20 36 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 


Washington, D. C. 


PROPOSED Sor. BANK PROGRAM 


Action by: All ASC State and county committees. 
Approved by: Walter C. Berger, Acting Administrator. 

We have been receiving many inquiries concerning the proposed soil-bank 
program for 1956 and realize that you have also been receiving requests for 
similar information. 
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This is the first of a new series of notices dealing with the proposed soil-bank 
program. In anticipation that the Congress will authorize some type of soil 
bank, a group has been set up in CSS to develop a tentative program consistent 
with the bills being considered by Congress. It is contemplated that if a soil- 
bank program is authorized by Congress, a division will be established to handle 
the program and coordinate all work relative to this program with the divisions 
and offices in CSS and with the Agricultural Conservation Program Service. 

By this procedure, it is expected that the Secretary will be able to announce 
the details of a soil-bank program shortly after it is authorized by Congress. 
As quickly as the details of the program are known, each State and county office 
will be advised of the tentative program so that they may make the necessary 
arrangements to carry it out. 

Any soil-bank program which is authorized will require considerable addi- 
tional work in both State and county office and arrangements are being made for 
providing additional administrative funds to cover such expenses. Plans should 
be made now to organize your work so that all personnel can concentrate their 
attention for at least a 30-day period immediately following its announcement 
to this program and initiating its operation. 

To acquaint personnel with the program authorized by Senate bill 3183, which 
was reported out by the Senate Committee on Agriculture and Forestry, and is 
now under consideration by the full Senate, we are attaching as exhibit A, some 
excerpts from the committee report, and exhibit B, Plans for Implementing the 
Soil-Bank Program (Tentative). A copy of the Senate committee report is 
being mailed to each State office under separate cover. These may assist you in 
talking with farmers and in understanding how the Department expects the 
proposed bill to be placed in operation if enacted into law. 

You will be advised from time to time of new developments relative to the 
proposed soil-bank program. We fully appreciate the need for the fullest infor- 
mation possible concerning how this program may operate and every effort pos- 
sible will be made to keep you informed. 


Exhibit A 


PLANS FOR IMPLEMENTING THE Sor BANK (TENTATIVE) (BASED ON S. 3183) 


I. ACREAGE RESERVE. OBJECTIVE: REDUCTION OF ACREAGE OF DESIGNATED CROPS BELOW 
ALLOTMENTS ON A VOLUNTARY BASIS 


A. Establishment of normal yields to serve as a basis of payment 

1. Operating procedure: 

(a) Use check yields during 1951-55 as a base except for wheat which will be 
for 1945-54 period. 

(b) Establish county check yields on basis of (@) above. 

(c) County committeemen determine normal yields for community (these 
should weight out to approximate county normal yields. ) 

(d@) Community committeemen establish a normal yield rating for each farm 
in the community which grows the allotment crop concerned. Each such farm 
will be placed in one of several yield rating categories, ranging above and below 
the community average. Adjustment procedures may be necessary to bring 
farm yield into approximate balance with county average. 

(e) Individual farmers will then be invited to offer a part of their allotment 
acreage for the acreage reserve. Such land should be equal in productivity to 
land which has been used for the allotment crop on their farms. The county 
committee can then quote them a dollar figure per acre for typical land to be 
set aside for the acreage reserve for this allotment crop for their farm. Farm- 
ers may sign up for land better than average for the farm in which case they 
will receive higher payments. If below average, a lower per-acre payment will 
be made. With the possible exception of the first year, farmers should indicate 
their intention to participate prior to planting time. 

(f) No crop may be harvested or grazed from reserve acres. 
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B. Preliminary incentive rates for the acreage-reserve program 


1. Possible incentive payment rates. The extent to which these rates need 
to be varied according to quality, location, and other factors is still under study. 
(These following figures are preliminary :) 


Payments 
Payments based on present legislation based on 
8. 3183 


Commodity 
Rate as percent of support | Rate 
Sup- | 50 per- 
port cent of 
70 =| price? | sup- 
|} port 


NE i ee apart Bushel $1.81 |$0.724 |$0.905 ($1,086 | $1.267 |$2.26 | $1. 
Cotton .-| Pound. -- } 3.2613 | .1045 |] . 1306 | 
| Hundredweight_| 4.04 | 1.62 2. 02 2. 42 2. 8: é 2 


Tobacco: 4 
Flue-cured_-....-.-- Pound. . 481 
Burley i. I. ee . 468 
Binder types: 5 | 

Type 51 died es | . 639 
Type 52....-..- Ditemonsaneel. cae 
Eo canteen Onan | . 245 
Type 55. jak Sees aaad cok . 320 


| Bushel......-..-| 1.40 | 66 | .70 | <1 98 | 1.6 a 
| } i 





1 Announced minimum. 

290 percent of Jan. 15, 1956, old or new parity whichever is higher. 
3 Estimated, support not announced. 

4 Maximum payment authorized by S. 3183 is $100 per acre. 

5 Based on 1955 support rates. 


2. Maximum and minimum participation (these are administrative matters 
not specified in the law. Also, there should be discretion to take care of farmers 
who for reasons of sickness or disability may not wish to operate their farms) : 

(a) Maximum : Grain—50 acres or 50 percent of allotment, whichever is larger ; 
cotton—10 acres or 50 percent of allotment, whichever is larger ; tobacco—5 acres 
or 50 percent of allotment, whichever is larger. , 

(b) Minimum: Grain—5 acres or allotment, whichever is smaller; cotton—2 
acres or allotment, whichever is smaller ; tobacco—1 acre or allotment, whichever 
is smaller. 


C. Participation and cost on a national basis (highly tentative) 


) 
Acres which | National average | Rate of payment based A pproxi- 
might come yield per acre on normal yield mate cost 

in per acre 


| Millions | Millions 
Cotton... ; 3-5 303 pounds 50 percent of loan level_. ‘ $150-$250 
Wheat 212-15 15. 8 bushels ie ee ce | 7 200— 250 
Corn... 4) 44.2 bushels 3 Sate [ : 150- 220 
Rice__. .3 | 2,500 pounds---- euescaks | 18- 20 
Tobacco- 1 | 1,250 pounds R 10 


Total_. 19. 4-26 528- 750 


1 Based on approximately 90 percent supports and optional parity. 
2 Based on both winter and spring crop. 

3 Commercial corn area yield. 

4 Maximum as proposed in S. 3183. 


D. Terms of the acreage-reserve agreement 
1. Voluntary. 
2. For 1-year term. 
All allotment crops covered under one agreement. 
Acreage-reserve lands must be typical or better land for allotment crops 
on the farm. 
5. The acreage of allotment crops covered by the agreement must be reduced 
below the acreage allotment by the amount of acreage placed in the “acreage 
reserve.” 
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6. In the case of rented land, compensation is to be divided among interested 
landlords, tenants, and sharecroppers on the farms in the same proportion as they 
would have shared in the crop in the absence of a reserve-acreage program, un- 
less division on another basis is agreed upon by landlords and tenants and their 
agreement is approved by the county committee in accordance with standards 
prescribed by the State committee. 


II. CONSERVATION RESERVE. OBJECTIVE: REDUCE THE ACREAGE OF LAND IN ROW CROPS 
AND SMALL GRAIN ON A VOLUNTARY BASIS AND DIVERT SUCH ACREAGE TO CON- 
SERVATION USES 


A. Conservation reserve incentives 

1. Annual incentive payments and terms of contract: 

(a) Ten dollars per acre, per year average rental for the United States for 
3- to 15-year period. Rental rates established on basis of land productivity, 
agricultural value of land, and other factors. Rental rates would encourage 
farmers to take out their marginal cropland. 

(b) County rental rates would vary on the basis of such factors as county 
yields and value of farmland. 

(c) Rates would be established by areas and be based on relative productivity 
of the land in the area. Farm rental rates would be established on the basis 
of the rating of the area in which the specified acreage placed in conservation 
reserve is located. 

(d) Eligible land depending on area would be land which was used for the 
production of crops, including alfalfa, clover, and other tame hay during the 
rotation on the farm. 

(e) All lands placed in the conservation reserve must be approved conserva- 
tion uses. 

(7) Some lands may already be in approved types of cover. Due to seed 
limitations, practices in first year may be modified if assured soil is protected. 

(2) Where it is necessary to establish cover, costs are estimated to average 
$19 per acre on a national basis. . 

(3) Costs of such practices would be shared with Government paying 
up to 80 percent of agreed-upon costs, but not over $25 per acre for establish- 
ment of trees or other cover. 

2. Eligible conservation practices and uses: 

(a) Practices and rates of payment insofar as possible should be consistent 
with the present ACP program. 

(b) Vegetative cover (enough seed is available to plant about 14 million acres 
in 1956). 

(71) Prefer perennials. 

(2) Annuals satisfactory when seeded with perennials. 

(3) Annuals satisfactory alone when no perennial seed available and 
appropriate practices can be followed. Due to seed limitations, some latitude 
may be neeced regarding soil protective practices during the first year or 
two. 

(c) Trees (enough stock available to plant about half a million acres in 1956). 

(7) Adapted forest trees. 

(2?) Shrubs when interplanted for shelterbelt purposes. 

(d) Water storage—cost of water retention dams shared. 

(ce) Wildlife program would include establishment of cover, food, shrubs, ete. 


Ill. LAUNCHING OF THE PROGRAM 


A. Preliminary work has been undertaken so that the details of the program 
be announced as quickly as possible after legislation is passed. 
B. Plan of operation includes the following : 
1. Hold educational meetings, perhaps on a county basis. 
2. Arrange for signup dates and meetings. 
3. Minimize the number of farm visits by handling as many things at one time 
as can conveniently be done. 
4. The use of bids and acceptances is authorized where applicable. 
C. Problems: 
1. There are no funds for administrative work until and unless the Congress 
acts. 
2. If legislative action is not taken prior to April 15, it will be difficult to 
launch a program of great extent this year, except for wheat seeded in the 
fall of 1956. 


32062—_58——__9 
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IV. INCLUSION OF FULL FARMS 


A. A farmer offering to place his full farm in the soil bank may receive rental 
under the acreage reserve for the allotment acres on the farm (subject to 
maximums) and under the conservation reserve at a lower rate for the other 
acres normally in row crops or small grain. No payment would be made on 
lands normally in conservation uses or normally idle. 


V. CERTIFICATES 


A. Draw them in terms of dollars. 

B. Under certain conditions, a farmer may purchase CCC commodities and 
in such case the value of his certificates will be increased by up to 10 percent 
toward the purchase price of CCC commodities at market price or 105 percent 
of the current support price plus reasonable carrying charges, whichever is 
higher. 

Erhibit B 


TENTATIVE PROPOSALS FOR ADMINISTRATION OF THE SOIL BANK ACT 


The following tentative proposals for administration of the act, prepared by the 
Department of Agriculture, were included in the Senate report on Senate bill 
3183 fer the purpose of illustration and discussion, and should not be considered 
as being of any binding force. 

ACREAGE RESERVE 


The acreage reserve plan is designed to induce farmers to leave unplanted a 
portion of their allotment acreages for corn, wheat, cotton, rice, and certain types 
of tobacco. Tentative plans are as follows: The county ASC committees would 
set a farm yield rating for each farm for each of these allotment crops based on 
the average or normal yield for the last 5 years except for wheat for which the 
last 10 years would be used. The local ASC committee would advise each farmer 
of the dollar payment per acre he might receive for underplanting one or several 
of his allotments. The rate of payment would be based on a percentage of the 
loan rate times the approximate normal yield. The farmer would have to 
designate lands to be placed in the acreage reserve of equal quality to those used 
for the crop and agree that the acres so designated would not be harvested or 
grazed. 

In the case of small farms, under the tentative plans, the farmer would be 
permitted to participate in the acreage reserve to the full amount of his acreage 
allotment up to 30 acres for grain and 10 acres for cotton. For larger farms, the 
maximum would be 50 percent of the allotment. There would also be a mini- 
mum acreage which could be placed in either the conservation reserve or the 
acreage reserve. Provisions would be included in the program requiring protec- 
tion of the rights of tenants and sharecroppers. 


CONSERVATION RESERVE 


The conservation reserve plan is designed to take lands out of the production of 
crops for periods of 3 to 15 years and place such lands in conservation uses such 
as grass, trees, and other approved conservation practices. The establishment of 
vegetative cover, water-storage facilities, improving and expanding forest cover 
and other conservation measures which will be obtained under the conservation 
reserve program, will contribute to flood prevention by retarding runoff of rain- 
water, prevention of soil erosion, and by providing storage of water. Water stor- 
age will be accomplished both by increased soil storage capacity and by water 
storege structures. These same measures, coupled with the less intensive use 
provided for, will conserve and rebuild soil fertility and retard soil depletion. 

It is tentatively planned that in each county, the ASC committee would offer 
to enter into contracts specifying (1) the acreage to be placed in the program; 
(2) the payments to be made; and (3) the use to be made of the acres. Na- 
tionally, the annual payment on such lands would probably average about $10 
per acre. Rates within a county would vary with the quality of the land. 
Payment rates would be determined by areas. In addition, it is tentatively 
planned that the contract would provide that the Government pay up to 80 per- 
cent of the cost of applying the agreed-upon conservation practices on such lands. 
So far as practicable, the conservation practices which would qualify for cost- 
sharing payments would be the same and at the same rates as under the ACP 
program. 
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6. PRESIDENT’S VETO MESSAGE ON H. R. 12, Apri 16, 1956 


Tue Wuitr Howse, 
April 16, 1956. 
To the 'House of Representatives: 

I am returning herewith, without my approval, H. R. 12, designated as the 
“Agricultural Act of 1956.” 

It is with intense disappointment and regret that I must take this action. 
I assure you my decision has been reached only after thorough consideration 
and searching my mind and my conscience. Our farm families are suffering 
reduced incomes. They had a right to expect workable and beneficial legisla- 
tion to help solve their problems. This bill does not meet their needs. 

I am disappointed at the long delays which this legislation encountered. My 
first special request in this session of the Congress was for prempt remedial farm 
legislation. A sound, constructive 9-point program to this end was submitted 
on January 9, with an urgent request for action. It was a pregram that came 
from the grassroots. Suggestions and criticisms from large numbers of farm 
people, in every type of agriculture, from every section of the country, were 
analyzed and used. It offered no magic panacea because, we can all agree, 
there is none. It did strike directly at the root of the low-price—low-income 
problem. 

The problem is price-depressing surpluses. Excess stocks of certain farm 
commodities have mounted to market-destroying, price-depressing size as a 
result of wartime price incentives too long continued. Any forward-looking, 
sound program to meet the needs of farm people must remove the burden of 
these accumulations. They are depressing net farm income by many hundreds 
of millions of dollars a year. 

H. R. 12 would not correct this situation. It would encourage more surpluses. 
It would do harm to every agricultural region of the country and also to the 
interests of consumers. Thus it fails to meet the test of being good for farmers 
and fair to all our people. 

The bill is self-defeating. The soil bank proposal has been incorporated. This 
would be constructve, had it not been encumbered by contradictory provisions. 
The soil bank would provide an income incentive to farmers to reduce production 
temporarily so that surplus stocks might be reduced. Other provisions of this 
bill, however, would result in an equal or greater incentive to increase production 
and accumulate more surplus. 

Among the provisions which make this bill unacceptable are (1) the return 
to a wartime rigid 90 percent of parity supports for the basic commodities ; 
(2) dual parity of wheat, corn, cotton, and peanuts; (3) mandatory price sup- 
ports for feed grains; (4) multiple-price plans for wheat and rice. The effect 
of these provisions would be to increase the amount of Government control and 
further add to our price-depressing surpluses. 

Specific objections relative to each of these provisions may be summarized 
as follows: 

1. Price supports at wartime 90 percent of parity on basie crops were in 
effect in each year from 1944 through 1954. They were no responsible for the 
high commodity prices and high farm income of wartime and the immediate 
postwar years. Prices were then above support levels due to wartime inflation 
and the insatiable markets associated with war. Neither did 90-percent sup- 
ports prevent prices from falling as postwar surplus stocks began to accumulate. 

Price supports at wartime 90 percent on the 6 designated basic crops did 
encourage production of these crops relative to others. At the same time con- 
sumption was discouraged and the use of substitutes was stimulated. Market 
outlets shrank, and surplus accumulations mounted. Acreage controls had to be 
invoked, thereby rationing the right to produce. Wheat acreage was reduced 
from 79 to an allotment of 62 and then to the present 55 million acres. Cotton 
was cut from 25 to 20 and then on down to the present 17 million acres. These 
drastic reductions, forced by the application of the price-support law, penalized 
many farmers directly by resulting in shrunken volume and uneconomic farm- 
ing operations. In addition, acreage diverted from the basic crops shifted 
surplus problems into many other crops and livestock. Now almost every farmer 
is adversely affected, regardless of what crops or livestock he raises. 

If wartime rigid 90-percent supports were the answer to the problem of our 
farm families, there would now be no problem. 

Farm incomes have declined in every year except one between 1947 and 1954, 
and in all these years 90 percent supports were in effect. 
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Farmers are not interested in price alone. What they really want for their 
families is more net income, which is affected by volume and costs as well as 
by price. The 90 percent of parity approach focuses on support price alone. 

To return now to wartime 90-percent supports would be wrong. Production 
would be stimulated. Markets would be further destroyed, instead of expanded 
as must be done. More surplus would accumulate—and surpluses are price 
depressing. Regimentation by ever stricter production controls would be the 
end result. 

It is inconceivable that we should ask farm families to go deeper into this 
self-defeating round of cause and effect. 

2. The provision for dual parity would result in a permanent double stand- 
ard of parity for determining price supports. Four crops would receive prefer- 
ential treatment out of 160 products for which parity prices are figured. 
There is no justification in logic or in equity for such preferential treatment. 

Particularly is this true because, under the working of the modernized parity 
formula enacted by the Congress, increasing the parity prices of some com- 
modities automatically lowers the parity prices of all other commodities. If 
parity prices for wheat, corn, cotton, and peanuts are to be higher, then parity 
prices of the other products must be lower. 

To whatever degree prices would be further artificially raised there would be 
a corresponding stimulus to production, more controls on farmers, reduced con- 
sumption, increased accumulations, and lower prices in the market. 

Such a device for parity manipulations could destroy the parity concept itself. 
It places a potent weapon in the hands of opponents of all price supports for 
farmers. We have no right to place the welfare of our farm families in such 
jeopardy. 

3. The provision for mandatory supports on the feed grains would create more 
problems for farmers. The market for feed grains would shrink as livestock 
production would come to depend more on forage and less on grain. The flow 
of feed grains into Government stocks would increase and production controls 
would necessarily be intensified. Price relationships between feed, livestock, and 
livestock products would be distorted. Producers of feeder cattle, feeder lambs, 
and feeder pigs would be faced with downward pressure on prices. An imbal- 
ance would develop between feed crops and livestock products, with all its ad- 
verse consequences. 

4. The multiple-price plans for wheat and rice would have adverse effects upon 
producers of other crops, upon our relations with friendly foreign nations, and 
upon our consumers. 

There are other serious defects in the bill such as certain provisions found in 
the section dealing with the dairy industry. Still other features are admin- 
istratively bad and would require the hiring of thousands of additional in- 
spectors and enforcers. 

I recognize that the restoration by H. R. 12 of wartime mandatory 90-percent 
price supports applies only to 1956 crops. This, in combination with other objec- 
tionable features of the bill, would put us back on the old road which has proved 
so harmful to farmers. 

Bad as some provisions of this bill are, I would have signed it if in total it 
could be interpreted as sound and good for farmers and the Nation. 

After the most careful analysis I conclude that the bill is contradictory and 
self-defeating even as an emergency relief measure, and it would lead to such 
Serious consequences in additional surpluses and production controls as to fur- 
ther threaten the income and the welfare of our farm people. 

secause the good features of the bill are combined with so much that would 
be detrimental to farmers’ welfare, to sign it would be to retreat rather than 
advance toward a brighter future for our farm families. 

We now have sound and forward-looking legislation in the Agricultural Act 
of 1954. Neither that act, nor any other, can become fully effective so long as it 
is smothered under the vast surpluses that have accumulated. We imperatively 
need remedial legislation to remove this burden and enable the fundamentally 
sound program provided in the act of 1954 to become workable. Such remedial 
measures were proposed in my message of January 9. 

I am keenly mindful that the failure of the Congress to enact a good new 
farm bill can have unfavorable effects on farm income in 1956, unless prompt 
administrative efforts to offset them are made immediately. -articularly, the 
fa‘lure to enact a soil hank before planting time this year makes such admin- 
istrative efforts imperative. 
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Consequently, we are going to take prompt and decisive administrative action 
to improve farm income now. I have conferred with the Secretary of Agri- 
culture and the administration is moving immediately on four major fronts: 

1. In 1956, price supports on five of the basic crops—wheat, corn, cotton, rice, 
and peanuts—will be set at a level of at least 824% percent of parity. Tobacco 
will be supported as voted in the referendum in accordance with existing law. 

Within this range of price-support flexibility, the administration intends to 
set minimum support levels that will result in a national average of wheat at $2 
a bushel, corn at $1.50 a bushel, rice at $4.50 per hundred pounds. 

A separate support for corn not under acreage control in the commercial corn 
area will be announced at an early date. 

Price supports on cotton and peanuts have not yet been announced but will be 
at least 8214 percent of parity. 

The Secretary of Agriculture will announce shortly the details of the new 
cotton-export sales program. 

2. For this year the support price of manufacturing milk will be increased to 
$3.25 per hundred pounds. The support price of butterfat will be increased to 
58.6 cents a pound. 

3. We will use Department of Agriculture funds, where assistance will be 
constructive, to strengthen the prices of perishable farm commodities. We will 
have well over $400 million for that purpose for the year beginning July 1. 

These actions, the administration will take immediately. 

I now request Congress to pass a straight soil bank bill as promptly as pos- 
sible. It should be in operation before fall seeding for next year’s crops. It is 
vital that we get the soil bank authorized in this session of the Congress. There 
is general agreement on it. I am ready to sign a sound Soil Bank Act as soon 
as Congress sends it tome. That can be accomplished in a very few days if the 
leadership in Congress will undertake the task. 

This combined program of administrative action and legislative enactment 
will begin now to improve the income and welfare of all our farm families. 

Here is a challenge for both the legislative and executive branches of the 
Federal Government. 


DwicuHuT D. EISENHOWER. 


7. SECRETARY BENSON’S COMMENTS ON PRESIDENTIAL VETO, APRIL 16, 1956 


Secretary of Agriculture Ezra Taft Benson today commented as follows on the 
Presidential veto of the farm bill: 


“The President’s message indicated some of the important steps that we will 


take administratively to improve farm prices and farm income. Because we 
do not now have the benefits of the soil bank, on which we had been counting, 
we therefore plan to take promptly such alternate measures as the President 
outlined. 

“Our technicians in the Department of Agriculture are already—today— 
taking administrative action to implement the steps outlined by the President. 
The Department will make specific announcements regarding these steps as 
promptly as practicable. 

“We regret, of course, that we cannot begin at once to institute the beneficial 
provisions of the soil bank which had been requested of Congress. We sin- 
cerely hope that the Congress will promptly enact the soil bank, as the Presi- 
dent requested again in his message today. It is important that we proceed 
with this as promptly as possible in order that farmers may plan their fall 
seeding programs With more certainty than is now possible. Farmers will be 
plowing for fall crops within 90 days. 

“There is no conflict concerning the desirability of the soil bank nor of the 
measures we will take administratively. These measures will benefit the entire 
Nation and the welfare of all our citizens.” 


8. STATEMENT BY PRESIDENT ON Sor-BaNnK BILt, May 28, 1956 


I have today approved the farm bill, H. R. 10875. 

The heart of the bill is the soil bank. Its acreage reserve will help bring 
production of certain crops into balance with their markets. It will check current 
additions to our price-depressing, market-destroying surplus stocks of farm 
products. It is a concept rich with promise for improving our agricultural 
situation. 




























































































































128 THE SOIL BANK 


The conservation-reserve feature of the soil bank can be the most significant 
advance in the conservation field in many years. It will result in improved use 
of our soil and water resources for the benefit of this and future generations. 
Together with the forestry provisions of the bill, it will increase our supply of 
much-needed forest products. It will help hold rain and snow where they fall, 
and will heal with grass and trees the sears of erosion which now mar our 
countryside. It will make for better land use in those areas of the Great Plains 
which have experienced duststorms. It will reduce the stimulus to livestock 
production induced by feed-grain output on acres diverted from wheat and cotton. 

The delay in the bill’s enactment, however, makes it virtually impossible 
to put the soil bank properly into effect in 1956, and I am disappointed that 
advance payments to farmers are not provided for. 

Most of the harmful provisions of the previous farm bill have been deleted 
or have been substantially modified. Some of them still remain, however, and 
some new ones have been added. 

Sections 202 and 203, which apply to cotton, are parficularly unfortunate. 
This administration is committed to a policy of orderly disposal of agricultural 
surpluses abroad and a healthy expansion of international trade. This policy is 
in our national interest and serves to promote the strength of the free world. 
These two sections call for measures which could result in a serious setback 
to this policy. 

Section 203 requires the Government to follow an inflexible program of cotton 
export sales with little regard to costs and without adequate regard to the far- 
reaching economic consequences at home and abroad. In order to avoid 
seriously disruptive effects, this section of the bill will have to be administered 
with extreme caution. 

Section 202 intensifies further the restrictions already applied on imports of 
long-staple cotton at a time when domestic cotton of this type is fully competitive 
with foreign growths and domestic consumption is rising. The same section of 
the legislation requires the Government to export Commodity Credit Corporation 
stocks of extra-long-staple cotton, a type which we normally do not sell abroad 
in significant quantities. 

Section 204 authorizes the President to negotiate agreements to limit certain 
imports outside the procedures established by our trade-agreements legislation. 
This section represents an undesirable complication in the field of foreign trade. 

The effective operation of a two-price plan for rice is faced with several serious 
problems, which must be carefully evaluated before a decision is made as to 
whether to institute such a plan. 

In freezing acreage allotments for rice and cotton for the next 2 years at the 
1956 level, the bill runs counter to the adjustment principle which underlies our 
basic agricultural legislation. 

Despite the shortcomings of the bill, its advantages outweigh its harmful 
provisions. I am gratified with the constructive features it contains, and I am 
hopeful that the Congress will review and repair its shortcomings. 


9. SECRETARY BENSON'S COMMENTS ON Sort-BaNK BILL, May 29, 1956 





Secretary of Agriculture Ezra Taft Benson today issued the following state- 
ment with regard to enactment of the farm bill: 

“The Agricultural Act of 1956 was signed today by President Eisenhower. This 
legislation can help farmers by reducing our farm surplus and conserving our 
soil and water resources. I am glad the President signed the bill. 

“We are moving immediately to put the soil-bank program into effect. Instruc- 
tions covering initial procedures have already gone out. The needed contract 
forms and many of the program provisions have already been fully discussed 
with State farmer-committeemen and State office personnel at area meetings. 
We have done as much preliminary work as was legally permissible prior to the 
signing of the act, adapting our work to the many changes that occurred as the 
soil bank moved through the legislative process. 

“We are proceeding with judicious haste, building a sound program that will 
fulfill the purposes of the act and merit approval of farmers and the public gen- 
erally. Details of the program will be made public as rapidly as they can be 
developed. 

“This year, however, will not provide a fair test for the soil bank because the 
legislation was so long delayed. Practically all of the crops are now planted. 
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The boost in price supports announced 6 weeks ago was based on the fact that 
the soil bank could not be properly applied to 1956 crops. 

“There are certain provisions in the bill which I would have preferred to see 
omitted, such as the freezing of transitional parity for wheat, corn, and peanuts. 

“Other provisions, which I had hoped for, have not been included. Among 
these is legislation exempting from marketing quotas those farmers who use for 
feed, seed, and food all the wheat they grow on their farms. 

“On balance, the constructive features of the bill outweigh its undesirable 
provisions.” 


10. ANNOUNCEMENT OF 1956-CRop CoRN PRICE Supports, May 31, 1956 
SECRETARY BENSON OUTLINES CONDITIONS FOR 1956-CROP CORN PRICE SUPPORTS 


Secretary of Agriculture Ezra Taft Benson today announced the conditions 
of eligibility for 1956-crop corn price supports at the different levels which will 
be available. These conditions reflect provisions of the recently enacted Agri- 
cultural Act of 1956. 

The maximum price support for corn, as previously announced, will be a 
national average of $1.50 a bushel in the commercial corn area (the 840 desig- 
nated commercial counties). Farmers in the commercial area may become 
eligible for this maximum support level by— 

(1) complying with their corn acreage allotments, as determined on the 
basis of the previously announced national corn allotment of 43,281,000 acres 
for the commercial corn area ; or 

(2) complying with the new soil-bank price-support requirements for corn 
price support. 

To qualify for the maximum corn price support in commercial areas under 
the soil-bank requirements, as in item 2, above, a farmer must put an acreage 
of his cropland equal to 15 percent of his corn “base acreage” into either the 
corn acreage reserve or the general conservation reserve. 

To qualify through the corn acreage reserve, a farmer must not have a corn 
acreage in excess of 85 percent of his corn base acreage, and he must designate 
an acreage equal to 15 percent of his corn base acreage from which he has not 
and will not harvest a crop, cut hay, or graze in 1956. 

To qualify for the maximum corn price in commercial areas through the 
conservation reserve, a farmer must not exceed his corn base acreage, and he 
must designate an acreage of general cropland equal to 15 percent of his corn 
base acreage which he will contract to devote to specified conservation uses, 
and from which he has not or will not harvest a crop, cut hay, or graze for the 
life of the contract. The contract may be for from 3 to 15 years, depending on 
type of conservation measure applied to the land. 

Farmers in the commercial corn area who comply neither with their corn 
acreage allotments nor with the provisions of the soil bank will be eligible for 
the noncompliance rate of support on the basis of a national average of $1.25 a 
bushel, as previously announced. 

Farmers in the noncommercial corn area (all counties not designated as com- 
mercial) will be eligible for price support at 82% percent of the commercial area 
maximum rate, as determined with the usual county differentials. 

Telegrams outlining the above corn price-eligibility provisions have been sent 
today to State agricultural stabilization and conservation (ASC) committees 
in States where there are commercial corn counties, in order to get the informa- 
tion to farmers as rapidly as possible. Farmers are being advised, however, to 
enter into an agreement with their local county ASC committee, and know 
specifically what adjustment is required, before they make adjustments in 
planted crops in anticipation of the soil bank. 


11. ANNOUNCEMENT OF Sorr-BANK ACREAGE-RESERVE PAYMENT Rates, May 31, 
1956 


SECRETARY ANNOUNCES RATES FOR 1956-CROP SOIL-BANK PARTICIPATION 


Secretary of Agriculture Ezra Taft Benson today announced the national 
average rates which will be used in determining payments which can be earned 
by corn, cotton, wheat, and rice farmers who participate in the 1956-crop soil-bank 
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program, after entering into agreements with their local county agricultural 
stabilization and conservation (ASC) committees. Rates for peanuts and tobacco 
will be announced later. 

Under the acreage-reserve part of the program, farmers in areas where crops 
are not too far advanced will be able to earn payments in connection with their 
1956 crops of corn, wheat, cotton (both upland and extra long staple), peanuts, 
rice, and most types of tobacco. They can qualify for the payments by putting 
land into the acreage reserve, and thus reducing their acreage of the crop below 
the established allotment (or base acreage in the case of corn) for the farm. 

“The rates and conditions we are announcing today apply to 1956 production 
only,” said Secretary Benson in discussing the announcement. “It is so late in 
the season that we are moving with all possible speed to make the soil bank avail- 
able for those farmers who can participate this year, in line with the expressed 
intent of Congress. In a sense, we are going to the field with a special program 
designed to meet the time emergency. Before next year’s crops are planted, 
including fall seeding of grain this year, we will have an opportunity to review 
and study all provisions in more detail. Such changes as are found to be desirable 
will be made and announced before the 1957 soil bank is underway. 

“T should like to caution farmers on one point. No producer should go ahead 
with action to participate in the soil bank until he has checked with his local 
county ASC committee and entered into an agreement with the committee regard- 
ing the practices he is to carry out. The lack of time to get more complete infor- 
mation into farm areas makes this especially important. We will get instructions 
to the county committees as rapidly as possible.” 

The payments which farmers can earn for participating in the acreage reserve 
will be determined by multiplying a base unit rate by a yield factor to be 
determined. 

The national average rates for 1956 crops of corn, cotton, wheat, and rice are 
as follows: 


ee Ee mk 7 a he es aie. ed Sr eee bushel__ $0. 90 
Ercan ea ee a eb en ee pound__ . 15 
WO ects eso sie 22a. SE sO Bos aes bushel__ 1.20 
eee ee i oot a es ee ae ee hundredweight__ 2.25 


Regulations are being completed for the conservation reserve, but are not ready 
for release. The acreage reserve for 1956 crops, obviously, must take prece- 
dence. Farmers who participate in the conservation-reserve part of the soil- 
bank program Can earn two types of payment. The first will be a payment to 
cover a major part of the cost, including labor, of establishing a conservation 
practice. The second will be an annual payment during the period of the individ- 
ual conservation-reserve agreement. The annual conservation-reserve payments 
will average out nationally at about $10 an acre. 








12. 








ANNOUNCEMENT OF GENERAL REQUIREMENTS FOR PARTICIPATION IN SOIL 
BANK, JUNE 8, 1956 


1956 





ACREAGE RESERVE PROGRAM OF SOIL BANK GETS UNDERWAY 
Requirements for participation in the 1956 acreage-reserve program under the 
Soil Bank Act, Public Law 540, were announced today by Secretary of Agricul- 
ture Ezra Taft Benson. County agricultural stabilization and conservation 
committees, which will administer the program, will announce locally when the 
program agreements are available for signature by farmers in the county office. 
At that time they will have full information on the terms and conditions. 

In announcing participation requirements for the 1956 acreage-reserve pro- 
gram, Secretary Benson stated : 

“We have proceeded with all possible haste since enactment of the soil-bank 
legislation to present a sound 1956 program to farmers. It is true, however, 
that the program for this year is in a sense a special program designed to meet 
the time limitations and the requirements of the legislation for 1956. 

“For that reason, 1956 will not present a fair trial of what the program can 
accomplish. The rates set are for the 1956 program only. Before next year’s 
crops are planted, however—including fall seeding of wheat this vear, we will 
have an opportunity to plan and develop a more comprehensive program. 

“The soil bank makes available beginning especially in 1957 a way to reduce 
our farm surpluses, to safeguard our soil and water resources, to give a lift to 
farm prices.” 
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Under the 1956 acreage reserve, farmers who are eligible to take part in the 
program may earn payments in connection with one or more of the commodi- 
ties specified in the law—corn, wheat, upland or extra long staple cotton, peanuts 
(except Virginias and Valencias for which there is no surplus), rice, and most 
types of tobacco—by reducing their acreage of the crop below the farm’s estab- 
lished al'otment (or base acreage in the case of corn). 

Under the basic rules of eligibility established in keeping with the law, acreage 
designated for the acreage reserve must (1) be representative of the land used 
for the crop, (2) result in the harvesting of an acreage of the basic crop less 
than the farm allotment of corn base acreage, and (3) not be grazed, cut for hay, 
or cropped for the entire 1956 calendar year. Noxious weeds must also be con- 
trolled on the reserved acreage. 

In order to participate in the acreage reserve, a farmer must comply with all 
acreage allotments or corn base established for the farm. 

The 1956 program, as provided by the law, contains special provisions and 
payments which enable farmers to participate this year. Any farmer who other- 
wise complies with the provisions of the acreage reserve will be eligible for pay- 
ment if- 

1. He has underplanted his soil bank corn base or his allotment for cotton, 
rice, tobacco, peanuts, or wheat (when planted to spring wheat) and he 
certifies that he underplanted (a) in anticipation of complying with the 
1956 acreage reserve or (b) because of adverse weather conditions; or 

2. He has underplanted his 1956 allotment for winter wheat and certifies 

that this was done because of adverse weather conditions ; or 

3. He has complied with his soil bank corn base or his farm allot- 
ment for a particular crop, but an acreage of the crop was not harvested 
because of destruction by natural causes; or 

4. The farmer is in an area where an established final date set for 
the basic commodity for his area is subsequent to May 28 and he plows 
or otherwise physically incorporates the crop into the soil, or clips, mows, 
or cuts the crop after May 28 and prior to June 30 or the established final 
date, whichever is later. (The “established final date” will be the same 
as the last date on which the acreage of a basic crop may be adjusted in 
order to bring it into compliance with the acreage allotment of the regular 
production adjustment program. ) 

Maximum and minimum acreages of the basic crops which may be placed in 
the acreage reserve have been established as follows (except that where the 
allotment is less than the specified acreage minimum or maximum, the total 
allotment shall be considered as the minimum or the maximum) : 

For corn, the maximum is the larger of half the corn base acreage or 50 acres. 
The minimum is the larger of 10 percent of the base acreage or 5 acres. 

For wheat, the maximum is the larger of half the wheat allotment or 50 acres. 
The minimum is the larger of 10 percent of the allotment or 5 acres. 

For rice, the maximum is the larger of half the rice allotment or 50 acres. 
The minimum is the larger of 10 percent of the allotment or 5 acres. 

For cotton, the maximum is the larger of half the allotment or 10 acres. The 
minimum is the larger of 10 percent of the allotment or 2 acres. 

For peanuts, the maximum is the larger of half the allotment or 10 acres. The 
minimum is the larger of 10 percent of the allotment or 1 acre. 

For tobacco, the maximum is the larger of half the allotment or 5 acres. The 
minimum is the larger of 10 percent of the allotment or 1 acre. 

The payment which a farmer may earn for participating in the acreage reserve 
will be determined by multiplying a base unit rate by a yield factor. The national 
average rates for 1956 crops are: Corn, 90 cents per bushel; cotton, 15 cents per 
pound; wheat, $1.20 per bushel; rice, $2.25 per hundredweight; peanuts, 3 cents 
per pound; and tobacco, varying rates per pound for different types (details in 
USDA press release 1661—56 issued today, June 8, 1956). 

The payments will be determined as follows: 

For underplanting the corn base or the allotment for cotton, rice, tobacco, pea- 
nuts, or wheat (when planted to spring wheat), the payment rate will be based 
on the normal yield for the designated acreage. 

For underplanting 1956 winter wheat, because of adverse weather, the payment 
will be $4 per acre. 

For destruction due to natural causes or for plowing or otherwise physically 
incorporating the crop into the soil, or for clipping, mowing, or cutting the crop, 
the payment will be based on the smaller of an appraised yield for the field or 
the normal yield for the farm, but will not be less than $6 per acre. 
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Provisions of the conservation reserve part of the soil bank will be announced 
as soon as practical. Under this part of the program, a farmer will be able to 
earn two types of payment—an annual payment to help compensate for income 
which he would have received if the reserved land had been in crop and a pay- 
ment representing a percentage of the cost of establishing conservation practices 
on such land. 

The same acreage on a farm may not be included under both the acreage reserve 
and the conservation reserve parts of the soil bank. 


13. CSS TeELeEGRAM oF Sor BANK INSTRUCTIONS TO ALL STATE ASC OFFICES, 
JUNE 8, 1956 


Requirements for participation 1956 acreage reserve program announced today. 
Agreement form being shipped tomorrow. Initial supply airfreight Western 
States. Program is applicable to corn in commercial area, Wheat in commercial 
area, upland and long-staple cotton, rice, peanuts except for allotments increased 
for Valencias and Virginias, and all kinds of tobacco for which marketing quotas 
are in effect except type 53. If farms are in compliance with all allotments 
and corn base under price support and marketing quota provisions, they may 
become eligible for participation in acreage reserve program by designating 
specified fields as acreage reserve and reducing from allotment or corn base by 
one or more of the following three ways: First, by underplanted allotment or 
corn base and farmer certifies he underplanted due to adverse weather or in 
anticipation of participating in soil bank, except that for winter wheat, he is 
eligible only on certification he underplanted due to adverse weather. Second, 
the 1956 acreage is less than allotment or corn base because of destruction by 
natural causes. Third, he plows or otherwise incorporates into soil, or clips, 
mows, or cuts an acreage within allotment or corn base after May 27 and before 
final disposition date set for area, except if such date falls within the period 
May 28 to June 30 inclusive, farmer will have through June 30 to dispose of 
crop, but this extension does not apply for price support and marketing quotas. 
For corn, wheat, and rice, final disposal date referred to above shall be those set 
for compliance with allotments for price support and marketing quota purposes. 
For cotton, tobacco, and peanuts final disposal dates referred to above shall be 
set by the State committee for areas, which dates shall be not later than 15 days 
before harvest of crop begins in area. Payment rate for corn and wheat will be 
60 percent of county loan rates. For all farms, the uniform rates of 15 cents per 
pound for cotton, 3 cents per pound for peanuts, and $2.25 per hundredweight 
for rice have been established. The uniform payment prices for tobacco were 
sent by wire today. 

Payment per acre will be based on these rates times yield factor as follows: 
For underplanting, rate times normal yield for fields designated as acreage 
reserve, except that underplanted wheat will be $4 per acre. For natural de- 
struction or for disposing of crop by plowing, etc., rate times appraised yield 
for the field or normal yield for the farm, but not less than $6 per acre. Fields 
designated as acreage reserve cannot be grazed, cut for hay, or cropped, during 
calendar year 1956 but approved cover crops or crop for harvest after 1956 may 
be planted on acreage reserve. If reduction from allotment or corn base is 
accomplished by an acreage being disposed of by plowing, etc., or naturally de- 
stroyed, such acreage must be designated as acreage reserve. If other crops 
are growing on designated acreage they must be disposed of by date set by areas 
by State committee which must be not later than 15 days before harvest of crop 
begins in area. Spread of noxious weeds must be controlled on acreage reserve. 
Acreage reserve for farm may not exceed allotment or corn base and may not 
exceed larger of following maximums: For wheat, rice, and corn, 50 percent of 
allotment or corn base, or 50 acres; for cotton and peanuts, 50 percent of allot- 
ment, or 10 acres: for tobacco, 50 percent ef allotment, or 5 acres. Minimum 
acreage reserve for farm is larger of (1) 10 percent of allotment or corn base, 
or (2) 1 acre for peanuts or tobacco, 2 acres for cotton, and 5 acres for corn, rice, 
and wheat, except if allotment or base is less than acres specified under (2), then 
minimum will be the entire allotment or base. Payment will be made for smallest 
of (a) number of acres farmer agrees to put in acreage reserve, (b) measured 
acreage of fields designated as acreage reserve, or (c) acreage by which 1956 
farm acreage is less than allotment or corn base. It is important that counties 
be given this information immediately and that they give provisions wide pub- 
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licity. Advise counties not to sign agreements with farmers until notified by 
State committee that regulations have been approved. <A supply of Department 
announcement for your distribution to counties is being mailed to your office 
tonight. 

H. L. MANWARING, 
Deputy Administrator for Production Adjustment. 





14. ANNOUNCEMENT OF ACREAGE-RESERVE PAYMENT RATES FOR TOBACCO AND 
PEANUTS, JUNE 8, 1956 





RATES ANNOUNCED FOR 1956-CROP TOBACCO AND PEANUT 





SOIL-BANK PARTICIPATION 


Secretary of Agriculture Ezra Taft Benson today announced the national 
average rates which will be used in determining payments which can be earned 
by tobacco and peanut growers who participate in the 1956-crop soil-bank pro- 
gram after entering into agreements with their local county agricultural stabil- 
ization and conservation (ASC) committees. 

Rates for corn, cotton, wheat, and rice were announced May 31, 1956. 

Under the acreage-reserve part of the soil bank, growers in areas where the 
crop is not too far advanced will be able to earn payments in connection with 
their 1956 crops of tobacco and peanuts by putting land into the acreage reserve 
and thus reducing the acreage below the allotment established for the farm. 

“I want to caution tobacco and peanut growers, as I have other farmers, on 
ohe point,” said Secretary Benson. “No farmer should go ahead with action 
to participate in the soil bank until he has entered into an agreement with 
his local county ASC committee. The lack of time to get more complete infor- 
mation into the tobacco- and peanut-growing areas makes this especially im- 
portant. We are moving ahead to get instructions to the county committees 
as rapidly as possible. 

“The tobacco and peanut acreage reserves, like those for the other basic 
crops, are emergency programs for 1956. We will be able to develop more com- 
prehensive programs before the 1957 and later crop years.” 

The payments which tobacco growers can earn for participating in the 
nereage reserve will be determined by multiplying a base unit rate per pound 
by the yield established for the farm (and the land placed in the reserve) by 
the county committee, with a maximum payment on any farm not to exceed 
115 percent of the national yield, multiplied by the base unit rate per pound. 
The national average rates of payment for the 1956 crops of the various types 
of tobacco are as follows: 
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Established peanut producers will, in general, be able to earn payments for 
participating in the acreage reserve which will be determined by multiplying a 
base unit rate of 3 cents per pound by the yield established for the farm (and 
the land placed in the reserve) by the county ASC committee. 

Producers of Virginia and Valencia type peanuts, however, will not be eligible 
to participate in the 1956-crop acreage reserve. Acreage allotments for these 
types of peanuts were increased for 1956 because of a shortage in the supply 
situation. Their acreage-reserve quotas for this year have, therefore, been 
Set at zero. 
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15. Excerpt From THE Som-BANK ACREAGE-RESERVE PROGRAM FOR 1956, JUNE 
15, 1956 


Tue Sort-BANK ACREAGE-RESERVE PROGRAM FOR 1956 


The soil bank is now getting underway throughout the country as a part of the 
national farm program. 

Even if farmers have already planted 1956 crops, they can make adjustments 
and earn soil-bank payments this year. 

The soil bank was enacted to check the buildup of excessive farm supplies 
which are today depressing farm prices and overflowing storage. By encourag- 
ing needed production adjustments, the soil bank provides a means of reducing 
stocks to manageable levels, while protecting farm income and conserving the 
Nation’s soil and water resources. 

The soil bank has two parts: 

1. The acreage reserve: To reduce surpluses of wheat, corn, cotton, peanuts, 
rice, and tobacco by adjusting acreages below established “allotments” and the 
“soil-bank corn base acreage.” 

In 1956, this reduction may be accomplished by underplanting, by loss through 
natural destruction, or by plowing or cutting the crop before the deadline. 

2. The conservation reserve: To cut back excess production of crops in gen- 
eral by shifting acreage to long-range conservation uses. 

Farmers taking part in the program will designate (in agreements or con- 
tracts with the U. S. Department of Agriculture) the specific acreage to be in- 
cluded in the acreage reserve, the conservation reserve, or both. The same 
acreage, however, may not be designated under both parts of the program. 
Acreage-reserve agreements must be signed by the farmer not later than July 
20, 1956. 

The soil bank does not supplant any other national farm program, such as 
acreage allotments, price supports, or the agricultural conservation prorgam. 
These programs still continue. 

The following pages describe how the acreage reserve, as well as production- 
adjustment and price-support programs, will operate in 1956 for cotton, wheat, 
corn, rice, peanuts, and tobacco. (Information on the conservation reserve will 
be issued later.) 

CorN UNDER 1956 FARM PROGRAMS 


SOIL-BANK ACREAGE RESERVE, SOIL-BANK BASE ACREAGES, AND PRICE SUPPORT 


Corn base : 

The Agricultural Act of 1956 replaces the 1956 corn allotment with a soil- 
bank corn-base acreage (for the soil bank and in the determination of eligi- 
bility for corn price support) for the 840 commercial corn counties. The 1956 
corn acreage allotment was 43,280,540 acres. The soil-bank corn-base acreage 
for 1956 is 51 million acres—17.8 percent above the former 1956 allotment. 

Placing corn acreage under the acreage reserve will not affect the future 
establishment of State, county, or farm bases or allotments for corn. 

Price support 

The maximum price support for the 1956 corn crop has been announced 
at a national average of at least $1.50 a bushel in the commercial corn area: 
to nonecooperators (those who do not meet acreage requirements) in the com- 
mercial area the rate will be based on a national average of $1.25 a bushel. 
Support in noncommercial counties is mandatory at 821% percent of the com- 
mercial area maximum rate. 

Farmers in the commercial corn area may qualify for the maximum price 
support for corn by (1) complying with their corn acreage allotments (estab- 
lished previously), or (2) complying with the new soil-bank price-support 
requirements for corn price support. 

To qualify under (2), the producer must place an acreage equal to 15 percent 
of his corn base in either the acreage reserve for corn or in the conservation 
reserve, and he must not exceed the farm corn base. 


Soil-bank acreage reserve for 1956 


General qualifications.—To participate in the acreage reserve or the conserva- 
tion reserve, a farmer must comply with the corn base and all acreage allot- 
ments established for the farm. In the case of farm allotments for wheat, 
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the farmer must not have exceeded the farm acreage allotment of 15 acres, 
whichever is larger. For peanuts, any farm may produce 1 acre of peanuts 
without becoming ineligible for acreage-reserve payments. 

The same acreage may not be designated for both the acreage reserve and 
the conservation reserve. 

Acreage designated for the acreage reserve must (1) result in the harvesting 
of an acreage of the basic crop less than the soil-bank corn-base acreage, and (2 
not be grazed, cut for hay, or cropped for the entire 1956 calendar year. Noxious 
weeds must also be controlled on the reserved acreage. 

Specific qualifications.—Any farmer who meets the general requirements for 
participation in the acreage reserve may earn payments by— 

(1) underplanting his corn base and certifying that this was done (@) 
in anticipation of complying with the 1956 acreage reserve, or (b) because 
of adverse weather conditions ; or 

(2) complying with his corn base, and not harvesting an acreage of the 
crop because of destruction by natural causes ; or 

(3) plowing or otherwise physically incorporating the crop into the 
soil, or clipping, mowing, or cutting an acreage of corn within the soil- 
bank base acreage after May 27 and before the established final date for 
compliance with the corn-base acreage. If the established final date is 
before June 30, then the final date for carrying out the practice is June 30. 
Under no circumstances will the final date be later than July 31, for 
soil-bank purposes, even though the regular compliance date is later. 

Varimum and minimum acreages.—For corn, the maximum acreage which 
may be placed in the acreage reserve is half the corn-base acreage or 50 acres, 
whichever is larger, except that the reserved acreage for corn may not exceed 
the soil-bank base acreage for the farm. 

The minimum acreage of corn which may be placed in the acreage reserve is 
10 percent of the soil-bank base acreage or 5 acres, whichever is larger, except 
that, where the allotment is less than 5 acres, the minimum is the allotment. 

Payments.—Payments which a farmer may earn for participating in the acre- 
age reserve will be based on a national average rate of 90 cents per bushel 
for the 1956 corn crop. 

For underplanting the corn base, the payment rate will be based on the normal 
vield for the designated acreage. 

For destruction due to natural causes, the payment will be based on the 
smaller of an appraised yield for the field or the normal vield for the farm, but 
will not be less than $6 per acre. 

For plowing or otherwise physically incorporating the crop into the soil, 
or for clipping, mowing, or cutting the crop, the payment will be based on 
the smaller of an appraised yield for the field or the normal yield for the 
farm, but will not be less than $6 per acre. 


WHEAT UNDER 1956 FaArM PrRoGRAMS 


SOIL-BANK ACREAGE RESERVE, ACREAGE ALLOTMENTS AND MARKETING QUOTAS, AND 
PRICE SUPPORTS 
Acreage allotments and marketing quotas 

1. Acreage allotments based on a national acreage of 55 million acres are in 
effect for the 1956 wheat crop. 

2. Marketing quotas having been proclaimed by the Secretary of Agriculture 
and approved by wheat producers in a referendum are in effect on the 1956 crop 
of wheat. 

5. Compliance with acreage allotments in the commercial wheat-producing 
area is required for price-support eligibility. Farmers who overharvest their 
acreage allotment or 15 acres, whichever is larger, will be subject to marketing 
quota penalties. 

4. In the 12-State noncommercial wheat area, there are no acreage allotments 
or marketing quotas. 


Price support 


1. In the commercial wheat-producing area, producers, in compliance with 
acreage allotments, will be eligible for price support based on the national average 
price of $2 per bushel, with county rates ranging from $1.69 to $2.27 per bushel 
for U.S. No. 1 grade wheat. 
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2. Producers in the noncommercial wheat-producing area may obtain price 
support at 75 percent of the commercial area rate. For 1956, minimum rates 
in the noncommercial counties range from $1.06 to $1.66 per bushel for U. 8. No. 1 
grade wheat. 

Soil-bank acreage reserve for wheat 

General requirements for participation in the soil-bank acreage reserve for 
wheat in 1956 are: 

1. The farm must have a farm acreage allotment for wheat. 

2. To qualify for any payment under the acreage-reserve program, a farmer 
must comply with his corn base acreage and with the farm acreage allotments 
for cotton, wheat (farms with wheat allotments of 15 acres or less can produce 
15 acres of wheat without becoming ineligible), rice, tobacco, and peanuts. Any 
farm may produce 1 acre of peanuts without becoming ineligible for acreage- 
reserve payments. 

5. The acreage of wheat for harvest must be less than the wheat acreage allot- 
ment for the farm. The acreage which is eligible for the acreage reserve is the 
difference between the farm allotment and the wheat harvested, provided all 
requirements are met. 

4, The designated acreage reserve must not be grazed, cut for hay, or cropped 
for the entire calendar year 1956. 

5. Acreage placed in the acreage reserve cannot qualify under the conserva- 
tion reserve. 

6. Noxious weeds must be controlled on the designated acreage-reserve land. 


Specific qualifications for participation in the acreage reserve for wheat in addi- 
tion to the general qualifications 


1. If the wheat acreage allotment is underplanted and the wheat is spring 
wheat for harvest in 1956 and the farmer certifies that the underplanting was 
due to (1) anticipation of the 1956 acreage reserve for wheat (2) or because of 
adverse weather conditions, the payment will be based on the normal yield as 
determined by the ASC county committee for the designated acreage. The rate 
of payment is the local rate representing the national average rate of $1.20 per 
bushel. 

2. If the wheat is winter wheat planted for harvest in 1956, and the acreage 
seeded in the fall of 1955 was less than the farm allotment, and the farmer cer- 
tifies that the underplanting was because of adverse weather conditions, the pay- 
ment rate is $4 per acre. 

8. If the compliance with the acreage reserve occurred from destruction by 
natural causes (such as winterkill, flood, hail), the payment rate is based on the 
smaller of the appraised yield for the field or the normal yield for the farm, but 
not less than $6 per acre. 

4. If the compliance with the acreage reserve is by plowing or otherwise physi- 
eally incorporating the crop into the soil, or by clipping, mowing, or cutting the 
wheat crop, the payment will be based on the smaller of an appraised yield for 
the field or the normal yield for the farm, but will not be less than $6 per acre. 


Deadline for compliance 


If compliance is to be accomplished by destruction from natural causes or 
by plowing or otherwise incorporating the wheat into the soil, or by clipping, 
mowing, or cutting, it must be done between May 28 and June 30 or the final 
established date for compliance with the farm wheat allotment for that crop, 
whichever is later, but in no case will the final date be later than July 31. 


Mazvimum and minimum acreage 

The greatest number of acres which can be placed in the acreage reserve for 
wheat is the larger of half the acreage allotment or 50 acres. (If the farm 
wheat allotment is 45 acres, the entire 45 may be placed in the acreage reserve. ) 
In all cases, if the farm allotment is less than 50 acres the allotment becomes the 
maximum. 

The smallest number of acres which can be placed in the acreage reserve for 
wheat is the larger of 10 percent of the farm wheat allotment or 5 acres, except 
that, if the allotment is less than 5 acres, the minimum is the allotment. (The 
minimum for a farm with a wheat allotment of 150 acres would be 15 acres. 
For a farm with an allotment of 40 acres the minimum would be 5 acres.) 


Future acreage allotments 


Participation in the acreage reserve for wheat will not reduce future wheat 
allotments for the farm. 
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16. TELEGRAM TO State ASC Orrices AUTHORIZING SIGNING OF ACREAGE RESERVE 
AGREEMENTS, JUNE 19, 1956 
JUNE 19, 1956. 
CHAIRMAN, ALL ASC Strate COMMITTEES AND PUERTO RICO: 

You are hereby authorized to start signing soil-bank acreage-reserve agreements 
for 1956 with producers desiring to place eligible acreage in acreage reserve, in 
accordance with instructions and regulations. Agreements must be completed 
before being signed by producers and county committeemen. Authority also 
granted to permit unlimited signup of agreements. However, beginning week 
ending June 22, 1956, States shall report weekly to Director, Soil Bank Division, 
Washington, D. C., total number of acres by commodities designated for the 
acreage reserve and total maximum compensation by commodities included in 
acreage reserve agreements by States. Corn and wheat rates by counties being 
mailed today. 

Cray H. STACKHOUSE, 
Acting Deputy Administrator, Production Adjustment. 


Please send above wire to attached list for the 48 States and Puerto Rico only. 


EXHIBIT B 
STAFF MEMORANDUM, 1956 ACREAGE RESERVE PROGRAM 


PROVISIONS OF SOIL BANK ACT 


The Soil Bank Act (Public Law 540, 84th Cong., May 28, 1956) authorized an 
acreage reserve program (secs. 103-106) under which producers of wheat, corn, 
cotton, peanuts, rice, and tobacco would be compensated for reducing their 
acreages of those commodities. To be eligible for compensation, the act pro- 
vided that the producer should (1) reduce his acreage of the commodity below 
his farm-acreage allotment or base acreage, (2) specifically designate the acre- 
age so withdrawn, and (3) not harvest any crop from or graze such acreage 
unless given permission to do so because of a drought emergency. The act 
also declared that reserve acreage of a commodity could include acreage 
planted to a 1956 crop of such commodity prior to the announcement of the 
program if the crop were plowed under or cut to prevent maturing within 
21 days of May 28, 1956, or by such later date as fixed by the Secretary of 
Agriculture. 

The act provided (sec. 103 (a) (i)) that to participate in the program 
the producer must enter into a contract by which, in addition to other terms 
and conditions prescribed by the Secretary, the producer specifically agreed 
to forefeit all benefits under the contract in the event that the Secretary de- 
termined there had been a violation of the contract of such a substantial nature 
as to warrant termination of the contract. In addition, the producer was re- 
quired (sec. 103 (a) (ii)) to agree to accept such adjustment of payments as 
the Secretary determined to be appropriate in the event of a violation of such 
a nature as not to warrant termination of the contract. The Secretary of Agri- 
culture was authorized (sec. 124) to prescribe such regulations as he deemed 
necessary to carry out the act. 

Section 123 of the act provided that any producer who knowingly and will- 
fully grazed or harvested any crop from any acreage in violation of such a 
contract should be subject to a civil penalty equal to 50 percent of the com- 
pensation which would have been payable for compliance with the contract. 


PARTICIPATION 


Final signup date for the 1956 acreage reserve program was July 27. The 
Department of Agriculture reported that more than 550,000 commodity agree- 
ments were signed for 537,000 farms involving over 12 million acres. More than 
half of these agreements were signed during the last 2 weeks. Maximum com- 
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pensation payable under these agreements totaled more than $260 million. The 
breakdown by commodities was reported as follows: 


Number of Maximum Maximum 
Commodity agreements reserve compensa- 
acres tion 

Wheat_- 111, 000 5, 655, 000 $44, 491, 000 
Corn 320, 000 5, 450, 000 180, 629, 000 
Cotton__- 96, 000 1, 114, 000 27, 282, 000 
Rice 1, 100 28, 000 | 1, 387, 000 
Peanuts 5, 300 44, 000 591, 000 
Tobacco 20, 000 32, 000 6, 619, 000 


Total 553, 400 12, 323, 000 260, 999, 000 


Most of the soil-bank agreements were made in a relatively few States. The 
following table shows States in which maximum obligations exceeded $10 million: 






State Number of Number of Maximum 

farms acres obligations 
Iowa..-- 68, 415 1, 283, 148 $54, 515, 272 
Nebraska- 55, 905 1, 607, 73% 34, 456, 406 
Texas 63, 672 1, 970, 23: 23, 829, 896 
Illinois 40, 634 485, 567 23, 006, 983 
South Dakota_ _. 27, 278 1, 095, 740 14, 350, 225 
North Dakota 26, 998 1, 029, 130 13, 714, 734 
Indiana__- 21, 691 258, 720 11, 146, 697 
Minnesota _- 28, 111 310, 364 10, 813, 858 
Missouri 26, 609 367, 883 10, 377, 629 


Soil bank agreements in Iowa, Nebraska, Illinois, Indiana, Minnesota, and 
Missouri were almost entirely on corn acreage. Payments under the 1956 acreage 
reserve program totaled more than $248 million, most of which was paid out by the 
end of October 1956. 

EFFECTIVENESS OF 1956 PROGRAM 


A primary purpose of the soil bank program was to reduce surplus supplies 
of basic commodities. A Department of Agriculture spokesman (Assistant Secre- 
tary Earl L. Butz) has stated, however, that “it will never be possible to 
estimate accurately how much the 1956 acreage reserve program did in fact reduce 
1956 production, either by underplanting or disposal of planted acres.” The 
spokesman also commented that “it is a known fact that many of the acres 
which came into the 1956 acreage reserve program would not have produced a full 
crop had they been carried to maturity.” 

The Department estimated that production of wheat had been reduced from 
25 to 30 million bushels, corn from 100 to 125 million bushels, and cotton from 
200,000 to 300,000 bales below what would have been produced without the soil 
bank. However, actual production of both corn and wheat increased in 1956, 
More than $170 million was paid out on 1956 corn agreements covering more than 
5 million acres. Nevertheless, corn production increased from 3,230 million 
bushels in 1955 to 3,451 million in 1956. While harvested acreage of corn in 
1956 declined some 314 million acres from 1955, the Department had estimated 
in March 1956 (before passage of the soil bank) that corn acreage planted would 
be reduced by some 3 millien acres. 


RELAXATION OF PROGRAM RESTRICTIONS 


During 1956, a number of changes were made which relaxed restrictions con- 
tained in regulations for the acreage reserve program. The deadline for plowing 
under or cutting crops growing on acreage covered by contracts was originally 
announced as June 30, but several extensions were made and the final date was 
eventually set as August 31. Regulations were also relaxed in drought areas 
to permit producers to graze land which had been placed in the soil bank. 
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NONCOMPLIANCE WITH PROGRAM REGULATIONS 


According to press reports, large number of midwestern farmers signed soil 
bank agreements, particularly on corn, when weather conditions indicated a 
probability of poor yields. After the agreements were signed, crop conditions 
improved and many farmers apparently did not plow under crops in accordance 
with their soil-bank contracts. The Department of Agriculture thus found itself 
faced with the prospect of having to collect a 50 percent penalty when the crops 
were harvested. (The Soil Bank Act, the regulations and the contracts all spec- 
ified that any producer who knowingly and willfully harvested any crop from 
any acreage in violation of a contract should be subject to a penalty of 50 percent 
of the amount that would have been payable for compliance. ) 

‘ihe Department at first expressed a firm intention to require compliance with 
soil-bank contracts. On August 22, a telegram was sent to all ASC offices ad- 
vising that, on the basis of a determination that a “relatively small number” of 
farmers did not understand the civil penalty provisions of the acreage reserve 
program, the deadline for final disposal of growing crops on acreage reserve land 
was being extended from August 3 to August 31, 1956. The telegrams stated that 
“Producers will not be allowed to terminate their agreements,” according to a 
press release issued by the Department. 

In a letter of August 28, responding to an August 16 request by the Iowa 
State ASC committee that the civil penalty provision not be enforced, the 
Acting Director of the Soil Bank Division of the Commodity Stabilization 
Service said: 

“It appears that the legal staff of the Department of Agriculture feels that 
the Soil Bank Act is so specific on this matter of penalties that they will have 
to be enforced. In a conference last week a decision was made to stand firm on 
the collection of civil penalties where they would be incurred by violations of 
the regulations.” 

REVERSAL OF DEPARTMENT POSITION 


After August 28, however, the Department of Agriculture reversed its position 
with respect to enforcement of the civil penalty. On September 6 Secretary 
Benson wrote the Comptroller General advising that a large number of producers 
had not destroyed crops in accordance with their agreements and had notified 
the Department of their intentoin to- harvest such crops. Others, according to 
the Secretary, had notified the Department that they had destroyed only part 
of the covered crop and intended to apply for payment on the portion destroyed. 

The Secretary stated that, asa result of the delay in passage of soil-bank 
legislation, there had been insufficient time to explain the program to producers 
adequately and consequently, there was a general misunderstanding of the 
penalty provision. The Secretary stated that he had determined that it would 
be in the public interest to terminate or amend agreements without penalty in 
those cases where the producer desired such action. An opinion of the General 
Counsel of the Department of Agriculture upholding the legality of the proposed 
action was enclosed, and the Comptroller General was asked for his opinion. 
On September 14, the General Accounting Office advised the Department that, 
on the basis of the representations made by the Secretary, it “would not be 
required to object.” 

LACK OF DOCUMENTATION 


In April 1957, the subcommittee asked the Commodity Stabilization Service 
to make available for examination copies of all correspondence, reports, memo- 
randulus, and/or information upon which the Department of Agriculture based 
its August 22 decision to extend time for disposing of crops and its later 
decision to replace producers from obligations under their soil-bank contracts. 
CSS advised the subcommittee on May 6, 1957, that “such decisions were based 
upon oral information and reports obtained in the course of field trips by officials 
of the Department and upon telephone conversations and other oral reports by 
field personnel, and not upon written reports, memorandums, or correspondence.” 


GAO REPORT 


During 1957, the General Accounting Office made a limited review of the 1956 
soil-bank, acreage-reserve program primarily to determine the basis for the 
Secretary’s representations that farmers misunderstood the program, the pro- 
cedures used in terminating or modifying acreage-reserve agreements, and the 
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number and amount of penalties assessed. This review was confined to the 
corn program and included visits to the State ASC office and two county offices 
each in Iowa, Nebraska, and Illinois. The GAO made a report on this review 
in 1958. 

GAO personnel, according to the report, were advised by State and county 
office officials in Iowa and Illinois that there was “some misunderstanding” of the 
program. Officials in Nebraska, however, told the GAO that farmers in their 
area were well informed of the program and that there was very little mis- 
understanding. The Iowa State ASC office had instructed county offices on 
June 25, 1956, to advise every applicant for an acreage-reserve agreement of the 
penalty provisions of the Soil Bank Act and the regulations dealing with termi- 
nation of agreements. The State office stated it had specifically advised county 
offices that if a producer decided he could not or would not comply fully he must 
terminate his agreement on or before the July 27 closing date for signing 1956 
agreements. 

TERMINATION AND MODIFICATION OF CONTRACTS 


On September 28, 1956, the Department of Agriculture issued a supplement 
to the 1956 acreage-reserve program regulations to authorize termination and 
modication of agreements. According to the GAO report, county offices examined 
terminated contracts on the basis of performance reports in the county office 
showing that the producer had failed to comply and “There was no determi- 
nation made by the county offices as to whether the producer’s failure to comply 
was a result of misunderstanding the program.” 

Where producers had complied with part of their contracts, supplemental 
agreements were issued to cover the partial performance. Two county com- 
mitteemen in the counties visited were among those reducing their acreage. 

A wide variation was noted by the General Accounting Office in the percentage 
of contracts terminated or reduced in various localities. Of 2,819 contracts 
examined in Iowa, 24 were terminated and 180 reduced after July 27. Com- 
pensation for the contracts terminated or reduced totaled more than $170,000. 
In neighboring Nebraska, however, no contracts were terminated and only 3 
reduced out of 1,570 examined. Compensation involved was less than $500. 











PENALTIES 


The General Accounting Office found that no penalties had been assessed in 
any of the counties it visited. However, the GAO found that penalties totaling 
$222 had been assessed against 2 farmers in Iowa. One of these penalties 
amounting to $81 had been collected. 


DES MOINES MEETING 


The Department of Agriculture apparently reversed its position with respect 
to termination of soil bank contracts and collection of penalties sometime be- 
tween August 28 and September 6, 1956. The Department advised the sub- 
committee in April 1957 that this reversal was not based on documentary evi- 
dence. The subcommittee has since obtained copies of several communications 
requesting leniency with respect to civil penalty provisions; some of these were 
received by the Department before August 28 and some after that date. Requests 
for leniency received before the 28th were turned down. 

Because of the date on which it was held and the Department’s statement 
that reversal of its position was based on oral information and reports rather 
than documents, a meeting in Des Moines, Iowa, on August 29, 1956, appears 
to be significant. According to the GAO, a delegation from Boone County, Iowa, 
including county ASC officials, State representatives and then Congressman 
James Dolliver met with then Governor of Iowa Leo Hoegh, the State ASG 
committee, and Marvin McLain, Assistant Secretary of Agriculture. The dele- 
gation requested that soil bank penalty provisions be relaxed. On August 30 
then Governor Hoegh made a written request to the Secretary of Agriculture 
to waive the penalty provisions and compensate farmers for partial perform 
ance. (Secretary Benson reversed his previous position and made known his 
intention to waive penalty provisions and compensate farmers for partial per- 
formance ina letter to the Comptroller General on September 6. ) 
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CROP INSURANCE AND SOIL BANK PAYMENTS ON IDENTICAL ACREAGE 


During 1956 a number of farmers received crop-insurance payments to com- 
penaste them for loss or damage to crops and later received soil-bank payments 
on the same land. 

PUBLIC LAW 413, 85TH CONGRESS 


Although not objecting to termination and revision of contracts generally, 
the Comptroller General did advise the Secretary of Agriculture that in some 
eases he had no legal authority to compensate producers who had relied on 
incorrect information furnished by the Government in the 1956 acreage-reserve 
program. Public Law 413 of the 85th Congress (May 16, 1958) authorized the 
Secretary to provide “fair and equitable” treatment to producers who had relied 
in good faith on incorrect information. The Department estimates that the cost 
of correcting these mistakes would not exceed $1 million and is now in the 
process of making such payments. 





EXHIBIT C 


GENERAL ACCOUNTING OFFICE REPORT ON REVIEW OF TERMINATION AND MODIFICA- 
TION OF AGREEMENTS UNDER THE 1956 Sort BANK ACREAGE RESERVE PROGRAM 


On September 6, 1956, the Secretary of Agriculture requested a decision from 
the Comptroller General concerning the legality of terminating acreage reserve 
agreements entered into under the Soil Bank Act and the legality of entering 
into supplemental agreements under certain conditions. The Secretary advised 
the Comptroller General that, as a result of the delay in passage of the Soil 
Bank Act, there was insufficient time to adequately explain the program to pro- 
ducers. Consequently, the Secretary stated, there was a general misunderstand- 
ing by the producers of the nature and extent of their obligations under the 1956 
acreage reserve agreement particularly with respect to the penalty provisions. 

On September 14, 1956, the Comptroller General advised the Secretary 
{ B-129167, exhibit D) that in view of the broad authority vested in the Secre- 
tary by the Soil Bank Act, the representations made by the Secretary regarding 
the general misunderstanding among the producers, and the Secretary’s determi- 
nation that it would be in the public interest (1) to terminate the agreement in 
those cases where the producer desires such action, and (2) to enter into 
supplemental agreements where the producer has complied with a part of his 
agreement, we would not be required to object to the proposed action. 

We made a limited review of the operations of the 1956 soil-bank acreage- 
reserve program primarily to determine the basis for the Secretary’s representa- 
tions that the farmers misunderstood the program, the procedures prescribed and 
used in terminating or modifying acreage-reserve agreements, and the number and 
amount of penalties assessed. We can find our review to the corn program. 
We visited the agricultural stabilization and conservation State office and two 
agricultural stabilization and conservation county offices in Illinois, Iowa, and 
Nebraska. 

A summary of the 1956 corn acreage reserve agreements signed, terminated, 
and modified in the six counties we visited follows. Details by counties are 
shown on attached schedule 1. 


Number Acreage Compensation 

Original agreements. .-_- cain ni 7, 705 168, 888 $6, 653, 175 

Agreements terminated after July 27, 1956 50 &S8Y 39, 867 
Agreements revised after July 27, 1956, and reduction in 

acreage and compensation é3 ‘ sie 434 3, 753 176, 326 


MISUNDERSTANDING OF PROGRAM 


The State and county office officials in Iowa and Illinois stated that there 
was sume misunderstanding of the program, particularly with respect te the 
extent of compliance required. The State and county office officials in Nebraska 
advised us that the farmers in their area were well informed of the program 
and there was very little misunderstanding. The opinion of the officials in the 
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three States was based primarily on discussions with their field representatives 
and the farmers, but could not be documented. In some instances, the county 
or State offices misinformed the farmers with respect to compliance requirements. 

The Iowa ASC State office instructed the county offices on June 25, 1956, to 
advise every applicant for an acreage-reserve agreement for 1956 of the penalty 
provisions of the Soil Bank Act and the regulations dealing with termination of 
agreements. The State office specifically ad\ised the county offices that, if a 
producer decided he could not or would not comply fully, he must terminate his 
agreement on or before the closing date for signing agreements. 

In Boone County, Iowa, the farmers were advised by the county office when 
they were signing the agreement in July that they would be eligible for soil- 
bank payments and would not be penalized if they complied with 10 percent of 
their agreement. The county office manager advised us that he disregarded 
the State office instructions because he and the chairman of the county com- 
mittee overheard a State office fieldman at a district instruction meeting telling 
one of the county office representatives that, if a producer complied with 10 per- 
cent of his agreement, he would be compensated for partial performance and 
would not be penalized. The State office fieldman denied making that statement. 

After the Department of Agriculture announced on August 22, 1956, that the 
penalty provisions would be enforced, a delegation from Boone County, consist- 
ing of the county ASC committee and office manager, farm leaders, State repre- 
sentatives, and Congressman James Dolliver, met with the Governor of Iowa, 
the Iowa ASC State committee, and Mr. M. L. McLain, Assistant Secretary of 
Agriculture, in Des Moines, Iowa, on August 29, 1956, and requested them to 
consider relaxing the penalty provisions of the regulations with respect to 
Boone County. The ASC State committee pointed out to the delegation that 
“similar situations existed in other counties, and that there had been some con- 
fusion in regard to the requirements or regulations.” On August 30, 1956, the 
Governor of lowa requested the Secretary of Agriculture to waive the penalty 
provisions and compensate the farmers for partial compliance. 

The Illinois ASC State office instructed the county offices to advise farmers 
that if, after signing an agreement, the farmers find that they will not carry out 
the agreement within a “reasonable extent,” they should cancel or file an 
amended agreement by the closing date. This instruction implied that farmers 
who complied with their agreements to a “reasonable extent” would be com- 
pensated for partial performance and would not be penalized. The State office 
did not define “reasonable extent.” The State and county offices also advised 
farmers whose farms had not been measured prior to signing the acreage-reserve 
agreements to estimate the acreage planted to corn and the acreage to be desig- 
nated as the acreage reserve. In making these estimates, farmers were in- 
structed to sign up for enough acreage so that they would be fully covered for the 
acreage actually placed in the acreage reserve. The farmers understood from 
these instructions that they would not be required to comply fully with the 
acreage they had designated in the agreement. 

The Nebraska ASC State office officials advised us that they did not have any 
problem with respect to producers canceling or modifying their agreements 
downward, because 58 of the 61 counties in Nebraska were declared drought 
areas. 


PROCEDURES USED IN TERMINATING AND MODIFYING ACREAGE-RESERVE AGREEMENTS 


On September 28, 1956, supplement 1 to the 1956 acreage-reserve program 
regulations was issued to authorize the release and modification of 1956 acreage- 
reserve agreements. This supplement provided that any producer who was 
not entitled to any compensation because of failure to comply with his agree- 
ment was released from his obligations under the agreement. In effect, the 
producer did not have to pay the civil penalty and did not receive any compen- 
sation. 

In accordance with these regulations, the county offices terminated the agree- 
ments on the basis of the performance reports in the county office showing that 
the producers had failed to comply. The producers did not request the termina- 
tion and were not notified of the action taken. There was no determination 
made by the county offices as to whether the producer’s failure to comply was a 
result of misunderstanding the program. 

The supplement to the regulations also provided that producers who had 
satisfied the requirements of the program with respect to a part of the acreage 
covered by the agreement would be permitted to enter into a revised agreement 
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covering partial performance. In Saline County, Nebr., we noted 2 minor 
instances where farmers who had complied with less than 30 percent-of their 
agreement were compensated for the partial performance without executing 
revised agreements. 

We reviewed the acreage-reserve agreements covering farms owned or oper- 
ated by State and county committeemen in the States and counties visited to 
determine whether any of them were revised or canceled. Two county committee- 
men revised their agreements. One agreement was reduced from 11 to 10.2 acres, 
and the other was reduced from 50 to 25 acres. In the latter case, the com- 
mitteeman advised us that the reason he revised his agreement was to make a 
test case in Boone County, Iowa. He was of the opinion that, since they had 
misinformed the farmers in Boone County regarding the compliance require- 
ment, he did not believe the farmers should be penalized. 


PENALTIES ASSESSED 


There were no penalties assessed in any of the counties we visited. However, 
our review of reports in the State offices disclosed that penalties totaling $222 
were assessed against 2 farmers in Iowa. One of these penalties, in the amount 
of $81, had been collected. In Nebraska, we found 2 cases where farmers 
harvested crops from their designated acreage reserve prior to September 28, 
1956. As of June 13, 1957, penalties had not been assessed in these cases, because 
an administrative determination had not been made as to whether the farmers 
had willfully violated their agreements. 


DOCUMENTATION FOR MISUNDERSTANDING 


On May 2, 1957, we were advised by the Soil Bank Division that the representa- 
tions made by the Secretary of Agriculture regarding the producers’ misunder- 
standing of the acreage reserve program was based on observations by the 
Secretary and other representatives of the Department of Agriculture during 
their visits to the farm areas and telephone calls, etc., from State and county 
offices, farmers, farm organizations, and Congressmen. Officials of the Soil Bank 
Division were unable to furnish us with any documentary evidence to support 
the representations other than a letter from the lowa ASC State committee, 
dated August 16, 1956, and telegrams from three ASC county offices in Iowa, 
dated August 27, 1956, requesting leniency with respect to the civil penalty provi- 
sions because the producers misunderstood the program. On August 28, 1956, 
the Soil Bank Division advised the Iowa ASC State committee that “it appears 
that the legal staff of the Department of Agriculture feels that the Soil Bank Act 
is so specific on the matter of penalties that they would have to be enforced.” This 
was consistent with the Department announcement, dated August 22, 1956; how- 
ever, officials informed us that as a result of this announcement it became appar- 
ent that producers’ misunderstanding of the program was so widespread as to 
make it advisable in the public interest to use the Secretary’s authority to release 
the producers from their contracts if violations had not yet occurred. These views 
were incorporated in the Department’s letter to the Comptroller General, dated 
September 6, 1956. 

On May 6, 1957, the Department of Agriculture advised Mr. James R. Naugh- 
ton, counsel, Intergovernmental Relations Subcommittee, House of Representa- 
tives, that the Department’s decisions to extend the time for disposing of crops 
and to release certain producers from their obligations under acreage reserve 
agreements was based upon oral information and reports and not upon written 
reports, memorandums, or correspondence. 

Upon completion of our review in Illinois, lowa, and Nebraska, the Soil Bank 
Division furnished us with additional correspondence, as follows : 

1. Letter dated August 30, 1956, from the Governor of Iowa requesting that 
farmers who complied with at least 10 percent of their acreage reserve agreement 
be compensated and not penalized. This request was motivated by the situation 
in Boone County, Iowa. 

2. Letter dated July 25, 1956, from the Iowa ASC State committee stating that 
delegations of farmers from 3 counties in Iowa had filed petitions for relaxation 
of the soil bank rulings. 

3. Letter dated August 28, 1956, from the Missouri ASC State committee stat- 
ing that on July 25, 1956, the midwest area director, Commodity Stabilization 
Service, advised them that a producer who decides to harvest acreage designated 
as acreage reserve would not be penalized. The State office instructed the county 
offices accordingly. 
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4. Letter dated September 13, 1956, from the Oklahoma ASC State office advis- 
ing the Soil Bank Division that, based on a survey of 6 counties in Oklahoma, 
they estimated there would be about 450 cases of violations of the acreage reserve 
agreements in the State. 

5. Letter dated September 14, 1956, from the Kentucky ASC State office advising 
the Soil Bank Division that estimates from 12 counties in Kentucky disclosed 
they had about 125 violation cases. 

6. Letter dated August 11, 1956, from a United States Senator concerning modi- 
fication of the penalty provisions of the regulations. 


SCHEDULE 1.—Summary of 1956 acreage reserve agreements for counties 
visited in Illinois, Iowa, and Nebraska 


Original agreements Agreements terminated Agreements revised 
after July 27, 1956 after July 27, 1956 
State and county 
ASC offices | Reduc- Reduc-| Redue- 
Num- | Acre- Compen-| Num-! Acre- |'Compen-| tionin | tionin | tion in 
ber age sation | ber age sation num- acre- | compen- 
ber age | sation 
Illinois: 
Iroquois - - -- 1,335 | 15,680 | $781,330 23 203 $9, 690 169 451 22, 061 
McLean___- 1,981 | 25,462 (1, 421, 597 3 25 1, 357 82 229 12, 365 
Iowa: 
Boone. 1,603 | 45,015 (2,101, 414 12 358 16, 202 149 2, 726 127, 740 
Dallas _- 1,216 | 33,745 (1, 441, 219 12 303 12, 618 3 320 13, 690 
Nebraska: 
es cea 842 | 35,855 | 714,350 | None 2 26 | 451 
Saline____- 728 | 13,131 193, 265 | None | 1 1 19 
Total. . 7,705 |168, 888 |6, 653,175 50 | 889 39, 867 434 3, 753 176, 326 


SOIL BANK BULLETIN 1 
(Reprint from Federal Register October 4, 1956) 


Title 6—Agricultural Credit 
U. S. Department of Agriculture 
Commodity Stabilization Service 


1956 ACREAGE RESERVE PROGRAM 
Supplement 1 
PART 485—SOIL BANK 
SUBPART—ACREAGE RESERVE PROGRAM 
SUPPLEMENT I 


This supplements the 1956 acreage reserve part of the Soil Bank Program 
21 F. R. 4379, as amended in 21 F. R. 5205, 21 F. R. 5685, 21 F. R. 5959, and 21 
F. R. 6879. 

Notwithstanding any other provision of the foregoing regulations (hereinafter 
referred to as “the regulations’)— _ . 

(1) Any producer who is not entitled to any compensation under his “Soil 
Bank Acreage Reserve Agreement for 1956” (hereinafter called “agreement’’) 
because of failure to perform such agreement in any of the following respects is 
hereby released from his obligations under the agreement: 

(a) Failure to plow under, or otherwise physically incorporate into the soil, 
or clip, how, or cut the crop growing on the tract or tracts of land designated 
as the acreage reserve by the final date specified for such purpose in the regula- 
tions. 

(b) Failure to meet the minimum acreage requirements specified in § 485- 
108 (b) of the regulations. 

(c) Failure to comply with all of his acreage allotments (or Soil Bank corn 
base) with respect to the farm. 

(2) Any producer who has satisfied the requirements of the program with 
respect to a part of the acreage covered by his agreement may enter into a revised 
agreement, which shall be effective as of the date of the issuance of this supple- 
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ment, covering the number of acres with respect to which he has performed the 
agreement. Such revised agreement may be entered into without regard to the 
minimum acreage limitations contained in § 485.108 (b) of the regulations, and 
compensation shall be payable under such revised agreement without regard to 
the proviso in § 485.114 of the regulations and section 5 of Part V of the printed 
provisions of the agreement denying compensation in cases where the acreage 
with respect to which the agreement is performed is below the minimum acreage 
which, under the regulations, may be placed in the acreage reserve. Except as 
provided herein, the regulations shall be applicable to such revised agreements. 
Nothing herein shall be construed as a release of any producer from liability 
for civil penalties incurred by such producer prior to the issuance of this sup- 
plement for having knowingly and wilfully harvested or grazed any crop from 
the acreage reserve in violation of the agreement. 

(Sec. 124 Public Law 540, 84th Cong.) 

Issued at Washington, D. C., this 28th day of September 1956. 


[ SEAL. | True D. Morse, 
Acting Secretary. 


EXHIBIT D 


CORRESPONDENCE BETWEEN DEPARTMENT OF AGRICULTURE AND GENERAL ACCOUNTING 
OFFICE CONCERNING 1956 ACREAGE RESERVE PROGRAM 


SEPTEMBER 6, 1956. 
Hon. JOSEPH CAMPBELL, 
Comptroller General of the United States. 


DEAR Mr. COMPTROLLER GENERAL: I would appreciate your opinion whether, 
in view of the circumstances hereinafter discussed, I may legally take the 
action herein proposed with respect to certain 1956 acreage-reserve agreements 
entered into under the Soil Bank Act. 

Under the 1956 acreage-reserve program, the producer was required to 
designate in his agreement the particular tract or tracts of land on the farm 
which would be withdrawn from the production of the commodity covered 
by the agreement. The tract or tracts so designated constituted the acreage 
reserve. Under the terms of the agreement, no crop was to be harvested 
from the acreage reserve in 1956, and the acreage reserve was not to be 
grazed during 1956. The agreement further provided that any crop growing 
on the acreage reserve was to be plowed under or otherwise physically in- 
corporated into the soil, or clipped, mowed, or cut to prevent maturing, by 
the date specified in the regulations (sec. 485.112 of the regulations, 21 F. R. 
4379, and sec. 2 of the agreement). Section 123 of the Soil Bank Act imposes 
a civil penalty on any producer who knowingly and willfully grazes or harvests 
any crop from any acreage in violation of a contract entered into under the 
act equal to 50 percent of the compensation payable for compliance with such 
contract for the year in which the violation occurs. Such penalty is in addition 
to any amounts required to be forfeited or refunded under the provisions of 
the agreement. As required by section 103 (a) of the act, the agreement pro- 
vides that in the event that there has been a violation of the agreement and 
that such violation is of such a substantial nature as to warrant termination 
of the agreement, the producer shall forfeit all rights to payments under the 
agreement, and that in the event that the Secretary determines that there 
has been a violation of the agreement but that such violation is of such a 
nature as not to warrant termination of the agreement, the producer shall 
accept such payment adjustment or forfeit such benefits under the agreement 
as the Secretary may determine to be appropriate. 

As a result of the delay in the passage of the soil-bank legislation, there was 
insufficient time within which to explain the program to producers adequately 
and still carry out the mandate of Congress to put the program into effect for 
1956. Of necessity, therefore, the program had to be inaugurated without 
ample opportunity to acquaint the field staff fully with the requirements of the 
program. Due to the lack of complete information in the field, the pressure to 
meet the deadline for signing agreements, and the necessity, in many cases, of 
using inexperienced field personnel, many producers were not properly or ade- 
quately informed of the nature and extent of their obligations under the 1956 
acreage reserve agreement. As a result, there was a general misunderstanding 
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that the agreement merely placed a maximum on the number of acres with 
respect to which the producer was eligible to earn a payment and did not consti- 
tute an obligation on his part to participate in the program to the extent of the 
total number of acres shown as the acreage reserve in the agreement. Such 
producers understood that if they earned a payment on a portion of the acreage 
covered by the agreement they would be paid at the specified rate for such 
partial performance, and that if they failed to perform at all, their only loss 
would be a forfeiture of the compensation payable for performance. 

As a result, a large number of such producers did not destroy the crops growing 
on the acreage reserve by the final date allowed for such disposition and have 
notified the county committees that they intend to harvest such crops and, there- 
fore, do not expect any compensation. Others have destroyed a portion of the 
crop growing on the acreage reserve, intend to harvest the balance of the crop 
growing on the acreage reserve, and have indicated that they expect to apply for 
payment on that portion of the crop which they destroyed. 

The soil-bank program depends upon voluntary participation by producers, and 
if the Government insists upon strict enforcement of the agreement under the 
circumstances prevailing this year, general dissatisfaction on the part of pro- 
ducers, who acted in good faith, would, in my judgment, jeopardize our ability 
to obtain sufficient participation in future years to achieve the purposes of the 
program. Accordingly, I have determined that it would be in the public interest 
to take the following action: (1) To terminate the agreement in those cases 
where the producer desires such action: and (2) to enter into a supplemental 
agreement with the producer in those cases where the producer has complied 
with the agreement with respect to a portion of the crop on the acreage reserve, 
under which the producer would complete performance of the agreement with 
respect to such acreage and would be compensated therefor at the rate per acre 
specified in the original agreement. 

Your opinion is requested whether, under the circumstances outlined above, I 
may legally take such action. A copy of the opinion of the General Counsel of 
the Department, concluding that such action is legally authorized, is enclosed. 
We are also enclosing copies of the agreement and regulations. 

In view of the urgency of this matter, I would appreciate receiving your 
opinion at the earliest possible time. 

Sincerely yours, 
E. T. Benson, Secretary. 


UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE GENERAL COUNSEL 


Washington, D. C. 
Op. Gen. Coun. No. 35 
September 6, 1956 
SYLLABUS 


Authority of Secretary to terminate 1956 acreage reserve agreements when 
determined to be in the public interest, and to enter into revised agreements, 
after such termination, to cover only those portions of the acreage reserve with 
respect to which there has been performance under the original agreements. 

Upon a determination that the public interest requires such action, the Secre- 
tary of Agriculture may terminate 1956 acreage reserve agreements where such 
termination is requested by the producer. 

When, as a result of inadequate and improper information being furnished 
producers, there has been a general misunderstanding by producers of their 
obligations under 1956 acreage reserve agreements and the strict enforcement of 
such agreements would jeopardize the ability of the Secretary to achieve the 
purposes of the soil bank program, the Secretary may determine that the termina- 
tion of such agreements, where requested by producers, is required by the 
public interest ; and, in those instances where, as a result of such misunderstand- 
ing, the producer has destroyed only a portion of the crop growing on the acreage 
reserve, the Secretary may terminate the original 1956 acreage reserve agreement 
and enter into a revised agreement under which such producer would complete 
performance with respect to the acreage destroyed and be paid compensation 
thereunder for the number of acres destroyed at the rates per acre specified in 
the original agreement. 
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OPINION FOR THE SECRETARY 


Dear Mr. SECRETARY: This is in response to your request for our opinion 
whether, in view of the circumstances hereinafter discussed, you may legally 
agree to the termination of 1956 acreage reserve agreements where requested to 
do so by the producers who signed such agreements, and whether you may enter 
into supplemental agreements with a part of such producers under which such 
producers would be compensated for performance of the agreement with respect 
to a portion of the acreage covered by the original agreement. 

Under the 1956 acreage reserve program, the producer was required to desig- 
nate in his agreement the particular tract or tracts of land on the farm which 
would be withdrawn from the production of the commodity covered by the 
agreement. The tract or tracts so designated constituted the acreage reserve. 
Under the terms of the agreement, no crop was to be harvested from the acreage 
reserve in 1956, and the acreage reserve was not to be grazed during 1956. The 
agreement further provided that any crop growing on the acreage reserve was 
to be plowed under or otherwise physically incorporated into the soil, or clipped, 
mowed, or cut to prevent maturing, by the date specified in the regulations 
(sec. 485.112 of the regulations, 21 F. R. 4379, and sec. 2 of the agreement). 
Section 123 of the Soil Bank Act (70 Stat. 198) imposes a civil penalty on any 
producer who knowingly and willfully grazes or harvests any crop from any 
acreage in violation of a contract entered into under the act equal to 50 percent 
of the compensation payable for compliance with such contract for the year in 
which the violation occurs. Such penalty is in addition to any amounts required 
to be forfeited or refunded under the provisions of the agreement. As required 
by section 103 (a) of the act, the agreement provides that in the event that there 
has been a violation of the agreement and that such violation is of such a sub- 
stantial nature as to warrant termination of the agreement, the producer shall 
forfeit all rights to payments under the agreement, and that in the event that 
the Secretary determines that there has been a violation of the agreement but that 
such violation is of such a nature as not to warrant termination of the agreement, 
the producer shall accept such payment adjustment or forfeit such benefits under 
the agreement as the Secretary may determine to be appropriate. 

As a result of the delay in the passage of the soil bank legislation (70 Stat. 188), 
there was insufficient time within which to explain the program to producers 
adequately and still carry out the mandate of Congress to put the program into 
effect for 1956. Of necessity, therefore, the program had to be inaugurated 
without ample opportunity to acquaint the field staff fully with the requirements 
of the program. Due to the lack of complete information in the field, the pressure 
to meet the deadline for signing agreements, and the necessity, in many cases, 
of using inexperienced field personnel, many producers were not properly or 
adequately informed of the nature and extent of their obligations under the 
1956 acreage reserve agreement. Asa result, there was a general misunderstand- 
ing that the agreement merely placed a maximum on the number of acres with 
respect to which the producer was eligible to earn a payment and did not consti- 
tute an obligation on his part to participate in the program to the extent of 
the total number of acres shown as the acreage reserve in the agreement. Such 
producers understood that if they earned a payment on a portion of the acreage 
covered by the agreement they would be paid at the specified rate for such partial 
performance, and that if they failed to perform at all, their only loss would be 
a forfeiture of the compensation payable for performance. 

As a result, a large number of such producers did not destroy the crops growing 
on the acreage reserve by the final date allowed for such disposition and have 
notified the county committees that they intend to harvest such crops and, 
therefore, do not expect any compensation. Others have destroyed a portion 
of the crop growing on the acreage reserve, intend to harvest the balance of 
the crop growing on the acreage reserve, and have indicated that they expect 
to apply for payment on that portion of the crop which they destroyed. 

The soil bank program depends upon voluntary participation, and we under- 
stand that you feel that if you insist upon strict enforcement of the agreements 
under the circumstances prevailing this year, general dissatisfaction on the 
part of producers, who acted in good faith, would jeopardize the ability to 
obtain sufficient participation in future years to achieve the purposes of the 
program. We understand, therefore, that you desire to agree to a termination 
of the agreement where the producer requests such action. We understand also 
that in those cases where the producer destroyed a portion of the crop growing on 
the acreage reserve you desire to enter into a supplemental agreement under 
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which the producer would complete performance of the agreement with respect 
to the acreage which has been destroyed and would be compensated for that 
portion of the crop which he destroyed at the rate per acre specified in the 
present agreement. 

It is our opinion that under the circumstances outlined above, you may legally 
agree to a termination of the agreements and that in cases where a portion of 
the crop growing on the acreage reserve has been destroyed, you may enter into 
a supplemental agreement with the producers under which such producers in 
consideration of completing performance under the agreement with respect 
to the acreage destroyed may be paid for such performance at the rates specified 
in the original agreement. 

The Soil Bank Act vests broad discretion in the Secretary. Section 103 (a) of 
the act authorizes the Secretary to include such terms and conditions in the 
program as the Secretary determines are desirable to effectuate the purposes of 
this title and to facilitate the practical administration of the acreage reserve 
program. Section 105 (a) of the act provides that the rate of compensatior 
payable to producers for participation in the acreage reserve program shall be “at 
such rate or rates as the Secretary determines will provide producers with a 
fair and reasonable return * * *.” Also, section 103 (a) provides that in the 
ease of a violation of the agreement where the violation is not of such a nature 
as to warrant termination of the agreement and forfeiture of all rights to 
payment thereunder, the producer shall accept “such payment adjustments, 
forfeit such benefits, and make such refunds to the United States of payments 
and benefits received by him under the contract as the Secretary may determine 
to be appropriate.” 

It should be noted in this connection that although the producers have not 
destroyed the crops growing on the acreage reserve as required by terms of the 
agreement, the violation for which the civil penalties would be invoked, namely, 
the grazing or harvesting of the acreage reserve, has not occurred yet. Therefore, 
there is not involved any question of giving away or surrendering civil penalties 
where the rights to such penalties have already vested in the Government. Rather, 
the sole question is whether you have the authority to terminate a contract that 
is still executory so far as liability for the civil penalties is concerned. 

Section 110 of the Soil Bank Act specifically authorizes the Secretary, by 
mutual agreement with the producer, to terminate the long-term contracts 
entered into under the conservation reserve program, but the act does not 
expressly authorize the Secretary to terminate the short-term annual agreements 
entered into under the acreage reserve program. In this connection, it may be 
noted that the provision authorizing the termination of contracts under the 
conservation reserve program was contained in the original bill providing for 
the soil bank program reported by the Senate Committee on Agriculture and 
Forestry (S. 3183), and that the original bill did not provide for implementing 
the acreage reserve program through the execution of agreements with producers, 
The provision requiring the acreage reserve program to be implemented through 
the agreements executed with producers was added by an amendment during the 
debate in the Senate (Congressional Record for Mar. 9, 1956, p. 3898). While the 
act does not contain express authority to terminate agreements entered into 
under the acreage reserve program, it is well established that any contract with 
the Government may be terminated or modified when the public interest requires 
such action. 

In an opinion in 18th Comptroller General Decision, page 826, at 828, the 
Comptroller General stated the rule as follows: 

“Tt has been held that when the public interest requires such action, a con- 
tracting officer may terminate a contract which he was authorized to make and 
that he may, by supplemental contract, agree with a contractor upon the 
compensation to be paid for work already performed, etc., provided the amount 
agreed upon is proper and just and the contractor will accept such amount in 
full and final settlement of all rights incident to or arising out of the original 
and supplemental contracts. * * * The determination as to whether the public 
interest requires such termination is a matter for administrative decision and 
does not rest, with this Office which is concerned primarily with the availability 
of the appropriation for any expenditure resulting from the termination.” 

The rule laid down in the Comptroller General’s opinion in 18th Comptroller 
General Decisions, page 826, has been repeated in subsequent decisions. (See 19 
Comp. Gen. 662; 23 Comp. Gen. 811; 29 Comp. Gen. 37; 34 Comp. Gen. 219.) 

In determining whether it is in the publie interest to terminate a contract, 
you are not limited to cases in which it will be for the pecuniary or material 
interests of the Government that such action be taken. See the Attorney General's 
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opinion in 29th Opinions of the Attorney General, page 121, where the Attorney 
General ruled that the Secretary of War was not required to insist on compli- 
ance with a contract to deliver men’s cotton gloves, to be made in Germany, 
where the Congress, after the execution of the contract, increased the tariff duties 
on imported gloves to such an extent that the contractor would have suffered a 
168s had he been compelled to deliver the gloves in accordance with the contract. 
The Attorney General stated as follows (pp. 124-125) : 

“The present case is anomalous in that it presents the question whether an 
executive officer has authority to waive the further execution of a contract 
because the action of the Government itself in its sovereign capacity makes it 
inequitable to enforce it and where the waiver would be prejudicial to the 
pecuniary interests of the United States, since, if the contract in question were 
suspended, the Government would have to pay more for the articles contracted 
for, although no more than it really ought to pay in view of the altered circum- 
stances. While the question is not free from doubt, I feel constrained to hold 
that the Secretary has such authority and that the equity which has been 
created by the action of the Government itself forms a sufficient justification for 
the suspension of the contract. I am unable to concur in the view that executive 
officers are limited in matters of this kind wholly to considerations affecting 
the pecuniary interests of the Government. In my opinion, the honor of the 
Nation is of greater importance. As stated by Judge Taney, when Attorney 
General, there is nothing in the nature of our institutions which requires c fficers 
of the Government to perpetrate an act of injustice in the name of the United 
States (2 Op. 482). On the contrary, I think the principles of morality under- 
lying our republican form of government are such as to make it the duty of 
executive officers, so far as possible, to avoid working wrong or injustice to the 
people. In the present case, it is manifest that the enforcement of the contract 
in question would simply cause a wrong which Congress would have to be 
-alled upon to right. Such enforcement would, therefore, expose the Government 
to merited reproach.” 

Also, in an opinion of the Comptroller General in 23d Comptroller General 
Decisions, page 811, the Comptroller General has held that a contract might be 
terminated although it was to the pecuniary disadvantage of the Government to 
do so. In that case, a concessioner in a national park was required to pay an 
annual franchise fee under an agreement for the maintenance of a saddle- and 
pack-horse transportation service for the benefit of park visitors. The contract 
became unprofitable because of the gasoline- and tire-rationing programs insti- 
tuted by the Government during the war period. The Comptroller General held 
that, if the public interest did not require a continuation of the contract, there 
would be no objection to the execution of a supplemental agreement with the 
contractor to terminate or temporarily suspend the contract. 

Accordingly, if you determine, for the reasons discussed earlier in this opinion, 
that the public interest requires the termination of the 1956 acreage-reserve 
agreements where such termination is requested by the producer, it. is our opinion 
that such termination would be legally authorized. It is also our opinion that, 
in the case of those producers who have destroyed a portion of the crop growing 
on the acreage reserve, you may terminate the existing agreement and enter 
into a supplemental agreement under which such producers would complete 
performance with respect to the acreage destroyed and be paid compensation 
for the number of acres destroyed at the rates per acre specified in the original 
agreement. 

Sincerely yours, 
R. L. Farrrneton, General Counsel. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, September 14, 1956. 
The honorable the SECRETARY OF AGRICULTURE. 

Dear Mr. Secretary: Your letter of September 6, 1956, requests a decision 
concerning the legality of terminating certain acreage-reserve agreements entered 
into under subtitle A of the Soil Bank Act, Public Law 540, approved May 28, 
1956 (70 Stat. 188, 189), and the entering into of certain supplemental agree- 
ments. 

Under the 1956 acreage-reserve agreements, the producer designated particular 
tract or tracts of land on his farm as the acreage reserve which would be with- 
drawn from the production of the commodity covered by the agreement. The 
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acreage reserve was not to be grazed during 1956, nor was any crop to be har- 
vested therefrom. Any crop growing on the acreage reserve was to be plowed 
under or otherwise physically incorporated into the soil, or clipped, mowed, or 
eut to prevent maturing by the date specified in the regulations. Section 123 of 
the Soil Bank Act imposes a civil penalty on any producer who knowingly and 
willfully grazes or harvests any crop from any acreage in violation of a contract 
entered into under the act equal to 50 percent of the compensation payable for 
compliance with such contract for the year in which the violation occurs. Such 
penalty is in addition to any amounts required to be forfeited or refunded under 
the provisions of the agreement. As required by section 103 (a) of the act, the 
agreement provides that in the event that there has been a violation of the agree- 
ment and that such violation is of such a substantial nature as to warrant termi- 
nation of the agreement the producer shall forfeit all rights to payments under 
the agreement, and that in the event that the Secretary determines that there 
has been a violation of the agreement, but that such violation is of such a nature 
as not to warrant termination of the agreement, the producer shall accept such 
payment adjustments or forfeit such benefits under the agreement as the Secre- 
tary may determine to be appropriate. 

Your letter states that as a result of the delay in the passage of the Soil Bank 
Act there was insufficient time within which adequately to explain the program 
to producers and still carry out the mandate of the Congress to put this program 
into effect for 1956 and, therefore, the program had to be inaugurated wtihout 
ample opportunity to acquaint the field staff fully with the requirements of the 
program. You report that due to the lack of complete information in the field, 
the pressure to meet the deadline for signing agreements, and the necessity, in 
many cases, of using inexperienced field personnel, many producers were not 
properly informed of the nature and extent of their obligations under the 1956 
acreage-reserve agreement. You further report that there was a general mis- 
understanding that the agreement merely placed a ceiling on the number of acres 
on which the producer was eligible to earn a payment and did not constitute an 
obligation on his part to participate in the program to the extent of the total 
number of acres shown as the acreage reserve in the agreement, and that such 
producers understood that if they earned a payment on a portion of the acreage 
covered by the agreement they would be paid at the specified rate for such 
partial performance, and that if they failed to perform at all their only loss 
would be a forfeiture of the compensation payable for performances. Your letter 
also states that as a result a large number of such producers did not destroy 
the crops growing on the acreage reserve by the final date allowed for such dis- 
position and have notified the county committees that they intend to harvest 
such crops and, therefore, do not expect any compensation. Others have de- 
stroyed a portion of the crops growing on the acreage reserve, intend to harvest 
the balance of the crop growing on the acreage reserve, and have indicated that 
they expect to apply for payment on that portion of the crop which they destroyed. 

Your letter further states that the soil-bank program depends upon voluntary 
participation by producers and if the Government insists upon strict enforcement 
of the agreement under the circumstances prevailing this year general dissatis- 
faction on the part of producers who acted in good faith would, in your judg- 
ment, jeopardize your ability to obtain sufficient participation in future years 
to achieve the purposes of the program. For that reason you have determined 
that it would be in the public interest (1) to terminate the agreement in those 
cases where the producer desires such action and (2) to enter into a supplemental 
agreement with the producer in those cases where the producer has complied with 
the agreement with respect to a portion of the crop on the acreage reserve under 
which the producer would complete performance of the agreement with respect 
to such acreage and would be compensated therefor at the rate per acre specified 
in the original agreement. You request a decision whether you may legally take 
such action. 

In an opinion dated September 6, 1956, of your General Counsel, it is concluded 
that this proposed action would be legally authorized. In that opinion it is 
stated that the violation for which the civil penalties would be involved, namely, 
the grazing or harvesting of the acreage reserve, has not yet occurred and, there- 
fore, there is not involved any question of giving away or surrendering civil 
penalties where the rights to such penalties have already vested in the Govern- 
ment. 

The Soil Bank Act vests extremely broad authority in the Secretary of Agri- 
culture. Section 103 (a) authorizes the Secretary, notwithstanding any other 
provision of law, to formulate and carry out the acreage-reserve program, 
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within specified limitations, and further provides that the program may include 
such terms and conditions as the Secretary determines are desirable to effec- 
tuate the purposes of the act and to facilitate the practical administration of 
the acreage-reserve program. One of the policies of the Congress and of the 
purposes of the act set out in section 102 of the act is to protect and increase 
farm income. Section 103 (a) further provides that, in the case of a violation 
of the agreement where the violation is not of such a nature as to warrant 
termination of the agreement and forfeiture of all rights to payment there- 
under, the producer shall “accept such payment adjustments, forfeit such 
benefits, and make such refunds to the United States of payments and benefits 
received by him under the contract as the Secretary may determine to be 
appropriate.” Section 105 (a) of the act provides that the rate of compensa- 
tion payable to producers for participation in the acreage-reserve program 
shall be “at such rate or rates as the Secretary determines will provide pro- 
ducers with a fair and reasonable return for reducing their acreage * * *.” 
Section 121 provides that the facts constituting the basis for any payment or 
compensation, or the amount thereof, authorized to be made under the act, 
when officially determined in conformity with applicable regulations prescribed 
by the Secretary, shall be final and conclusive and shall not be reviewable by 
any other officer or agency of the Government. 

In view of the broad authority vested in you by the Soil Bank Act, the 
representations in your letter of the hasty manner in which the acreage-reserve 
program was inaugurated, with the resultant general misunderstanding among 
the producers, and your determination that the action you propose would be 
in the public interest, we would not be required to object to the termination 
of the existing agreements and the execution of the supplemental agreements 
proposed in your letter. The existing agreements, insofar as they are executory, 
certainly can be terminated by mutual agreement without any cost to the Gov- 
ernment if you determine such action to be in the public interest. Savage Arms 
Corporation v. United States (266 U. S. 217). The supplemental agreements 
will be identical to the original agreements, except that the number of acres 
of land covered will be reduced and the amount of compensation reduced 
correspondingly. There is no time limit specified in the act in which the 
agreements must be executed, and the supplemental agreements will further 
the purposes of the act. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


JANUARY 4, 1957. 
Hon. JosePH CAMPBELL, 
Comptroller General of the United States. 


DEAR Mr. COMPTROLLER GENERAL: I would appreciate your opinion whether, in 
view of the circumstances hereinafter discussed I may legally take the action 
herein proposed with respect to certain 1956 acreage-reserve agreements entered 
into under the Soil Bank Act. As pointed out in my letter to you of September 6, 
1956, as a result of the delay in the passage of the soil-bank legislation, there was 
insufficient time within which to explain the program to producers adequately 
and still carry out the mandate of Congress to put the program into effect for 
1956. Of necessity, therefore, the program had to be inaugurated without ample 
opportunity to acquaint the field staff fully with the requirements of the pro- 
gram. Due to lack of complete information in the field, the pressure to meet the 
deadline for signing agreements, and the necessity, in many cases of using inex- 
perienced field personnel, mistakes, and errors were made by both producers and 
field personnel in connection with many of the agreements entered into under the 
program. Various types of cases in which such mistakes were made are set forth 
in the following paragraphs: 

1. The regulations provide that the rate of compensation per acre was to be 
determined by multiplying the base unit rate for the commodity by the applicable 
yield factor. In the case of reduction of acreage by underplanting, the applicable 
yield factor was generally the normal yield per acre for the farm. In some cases 
in computing the compensation per acre, the county committee, through error, 
used an incorrect figure as the normal yield for the farm. This resulted in some 
instances in a rate per acre lower than that to which the producer was entitled 
under the regulations. In such cases, both the producer and the county com- 
mittee undoubtedly thought that the rate per acre had been computed on the basis 
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of the correct normal yield for the farm. The Government intended that the 
rate per acre be based on the correct normal yield and the producer intended to 
receive all that he was entitled to under the regulations. In view thereof, I am 
instructing field personnel to reform such agreements to show the correct rate of 
compensation per acre. 

2. Section 485.109 of the regulations governing the program (21 F. R. 4879) 
provides that producers are not eligible for participation in the acreage-reserve 
program with respect to farms which received 1956 allotments as new farms. 
This provision was included in the regulations as a matter of administrative 
discretion and not because of any requirement of law. The principal purpose 
of such provision was to foreclose applications from producers who would obtain 
new-farm allotments solely in order to participate in the acreage-reserve program. 
In some cases, field personnel, through error, permitted producers who had 
obtained new-farm allotments to enter into agreements. In such cases, where 
the producer in reliance on the agreement has carried out its terms and con- 
ditions, both as to reducing acreage and with respect to the requirement that 
the land designated as the acreage reserve not be grazed or harvested, I propose 
to honor the agreement, notwithstanding that such agreement is not in accord 
with the regulations. 

3. Section 485.108 of the regulations specifies the minimum and maximum 
acreage for a commodity which may be placed in the acreage reserve; e. g., in 
the case of wheat, the maximum acreage was the larger of 50 percent of the 
allotment or 50 acres and the minimum acreage was the larger of 10 percent 
of the allotment or 5 acres. These provisions were also included in the regula 
tions as a matter of administrative discretion and not because of any require- 
ment of law. In some cases, field personnel permitted producers to enter into 
agreements covering less than the minimum acreage or more than the maximum 
acreage specified in the regulations. In such cases, where the producer in 
reliance on the agreement has carried out its terms, both as to reducing acreage 
and as to the requirement that the land designated as the acreage reserve not 
be grazed or harvested, I propose to honor the agreements as written without 
regard to the minimum and maximum acreage limitations. 

4. The error in using the wrong normal yield for the farm sometimes resulted 
in a higher rate of compensation being set forth in the agreement than that to 
which the producer is entitled under the regulations. In such cases, I propose 
to pay the producer on the basis of the rate of compensation per acre set forth 
in the agreement. It should be noted that the face of the agreement showed 
ouly the rate of compensation per acre and did not show either the normal yield 
or the base unit rate. It should also be noted that the producer could not be 
expected to know that the county committee was using a higher normal yield 
than that to which he was entitled. Normal vield was determined by the county 
committee on the basis of records and criteria not available to the producer. 
Under such circumstances the producer had no way of knowing that an incorrect 
normal yield had been used to compute the rate per acre, and in reliance on the 
county committee he entered into the agreement and complied with its terms and 
conditions. In any case where the use of the wrong normal yield resulted in 
a rate per acre so high that the producer should have been aware of the mistake, 
I would restrict payment to the proper normal yield. 

In the case of reduction of acreage by underplanting, the regulations provide 
that the normal yield for the tract of land designated as the acreage reserve 
was to be the applicable yield factor if lower than the normal yield for the farm. 
In some few cases the county committee may have used the normal yield for the 
farm as the applicable yield factor even though the normal yield for the desig 
nated acreage reserve was less than the normal yield for the farm. Such mis- 
take would be the result because of lack of understanding on its part that the 
normal yield for the designated acreage reserve was to be used if it was less 
than the normal yield for the farm. In such eases, I also propose to pay the 
producer on the basis of the rate of compensation per acre set forth in the agree- 
ment 

In cases where the reduction in acreage is by adjustment or destruction and 
the rate of compensation per acre set forth in the agreement is more than that to 
which the producer is entitled under the regulations due to having been com- 
puted on the basis of normal yield rather than appraised yield, and cases where 
the rate per acre in the agreement exceeded the maximum rate per acre specified 
in the regulations, I intend to pay the producer only the amount to which he is 
entitled under the regulations. 
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A copy of the opinion of the General Counsel of the Department, concluding 
that the action proposed in items 1 through 4 above is legally authorized, is 
enclosed. 

As stated in my letter to you of September 6, 1956, the soil-bank program 
depends upon voluntary participation by producers and if the proposed actions 
are not taken, general dissastisfaction on the part of producers, who acted in 
good faith, would in my judgment, jeopardize our ability to obtain sufficient 
participation in future years to achieve the purposes of the program. Accord- 
ingly, I have determined that the action proposed herein is necessary to facilitate 
the practical administration of the acreage-reserve program. 

In view of the authority vested in me by the Soil Bank Act (see sees. 108 (a), 
121), the General Counsel advises that I have the authority to reform or authorize 
the reformation of agreements entered into under the acreage-reserve program 
without submission to you of the facts of each case for preaudit. 

Your opinion is requested whether, under the circumstances outlined above, 
I may legally take the action proposed herein. We are also enclosing copies of 
the agreement and regulations. 

I would appreciate receiving your opinion at the earliest possible time. 

Sincerely yours, 
E. T. Benson. 
= 


UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF THE GENERAL COUNSEL 


Washington, D. C. 
Op. Gen. Coun. No. 42 
To: Secretary of Agriculture. 
January 3, 1957 

SYLLABUS 


Under acreage-reserve phase of soil-bank program, the Secretary has author- 
ity to reform written agreements not in conformity with the actual intention of 
the parties due to a mutual mistake with respect to a material fact. 

Under acreage-reserve phase of soil-bank program, the Secretary has author- 
ity to honor as written agreements entered into with producers even though such 
agreements were not in accordance with the regulations governing the program. 


OPINION FOR THE SECRETARY 


Deak Mr. SecreTaARY: This is in response to your request for our opinion 
whether, under the 1956 acreage-reserve program, you may legally take the ac- 
tion hereinafter described. 

As a result of the delay in the passage of the soil-bank legislation, there was 
insufficient time within which to explain the program to producers adequately 
and still carry out the mandate of Congress to put the program into effect for 
1956. Of necessity, therefore, the program had to be inaugurated without ample 
opportunity to acquaint the field staff fully with the requirements of the pro- 
gram. Due to lack of complete information in the field, the pressure to meet 
the deadline for signing agreements and the necessity, in many cases, of using 
inexperienced field personnel, mistakes and errors were made by both producers 
and field personnel in connection with many of the agreements entered into un- 
der the program. 

Section 485.115 of the regulations governing the 1956 acreage-reserve program 
(21 F. R. 4379), which were incorporated by reference as a part of the agree- 
ment, provides that the rate of compensation per acre is to be determined by 
multiplying the base unit rate for the commodity by the applicable yield factor. 
In the case of reduction of acreage by underplanting, the applicable yield factor 
is generally the normal yield per acre for the farm (see sec. 485.117 (a) of the 
regulations, 21 F. R. 4789, as amended by 21 F. R. 5205). In some eases in 
computing the rate of compensation per acre an incorrect figure was used, 
through error, as the normal yield for the farm. In cases where the error re- 
sulted in a lower rate per acre being entered in the agreement than that to which 
the producer was entitled under the regulations, you propose to reform the agree- 
ment to show the correct rate per acre and make payment accordingly. 

It is our opinion that agreements entered into under the factual situation 
described above are proper subjects for reformation. Section 105 (a) of the 
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Soil Bank Act provides that compensation shall be at such rate as the Secre- 
tary determines will provide producers with a fair and reasonable return for 
reducing their acreage of the commodity. The regulations specified that the 
rate per acre would be based on the normal yield for the farm and the Govern- 
ment intended that the producer receive compensation on such basis. Con- 
versely, the producer, in signing the agreement, certainly thought that he was 
receiving not less than the amount to which he was entitled under the regula- 
tions. Since normal yield was determined on the basis of records and criteria 
peculiarly within the knowledge of the Government, the producer had no way 
of knowing that the compensation per acre set forth in the agreement was less 
than that to which he was entitled. It may also be noted that the agreement 
specified only the rate per acre and did not show either the normal yield or the 
base unit rate. 

It is an indisputable principle of law that a written agreement not in con- 
formity with the actual intention of the parties due to a mutual mistake with 
respect to a material fact may be reformed in accordance with such actual intent 
(Maryland Casualty Co. vy. U. S., 169 F. 2d 102 (8th Cir. 1948) ; Morris Oil Co. 
v. Maryland Casualty Co., 136 Fed. Supp. 63 (W. D. Va. 1955)). The doctrine 
of mutual mistake covers the situation in which one party furnishes informa- 
tion on which he is mistaken and the other party accepts and relies on it and 
thereby shares in the mistake (San Antonio Nat. Bank v. McLane, 96 Tex. 48, 
70 S. W. 201 (1902): Bains v. Ensor, 39 A. 8 62 (Mun. Ct. App. D. C. 1944), 
Farquhar v. Farquhar, 194 Mass. 400, 80 N. E. 654 (1907) ; 12 Comp. Dec. 664 
(1906). See also 21 Comp. Dec. 592 (1915) ). 

Accordingly we are of the opinion that the agreements in question are proper 
subjects for reformation. 

As stated, we believe that agreements entered into under the factual situations 
set forth in the preceding paragraph, and similar factual circumstances, are 
proper subjects for reformation. A further question to be resolved is whether 
you, as Secretary of Agriculture, have authority to reform agreements entered 
into under the acreage-reserve program where the facts are such as to make 
such agreements proper subjects for reformation. The Comptroller General (15 
Comp. Gen. 238, 20 Comp. 782) has ruled that administrative officers of the Gov- 
ernment are generally without authority to reform contracts under which the 
United States has obtained vested rights. The Comptroller General holds that 
only the accounting officers of the Government have the right to authorize ad- 
justments of contracts made necessary by mutual mistakes or omissions since 
the jurisdiction is in such accounting officers to make final determination as to 
the validity of payments under Government contracts. 

Very broad authority, however, is vested in you by the Soil Bank Act. Section 
103 (a) of the act authorizes the Secretary, notwithstanding any other pro- 
vision of law, to formulate and carry out the acreage reserve program, and fur- 
ther provides that the program may include such terms and conditions as the 
Secretary determines are desirable to effectuate the purposes of the act and to 
facilitate the practical administration of the program. In particular, section 
121 of the act provides that the facts constituting the basis for any payment or 
compens*tion, or the amount thereof, authorized to be made under this title, 
when officially determined in conformity with applicable regulations rrescribed 
by the Secretary, shall be final and conclusive and shall not be reviewable by any 
other officer or agency of the Government. We are of the opinion, in the light 
of the foregoing provisions of the Soil Bank Act, that you have authority to 
reform acreage reserve agreements without the necessity of obtaining authori- 
zation therefor from the Comptroller General. We recommend, however, that 
the views of the Comptroller General be obtained on whether you have such 
authority to reform agreements under the acreage reserve program. 

In addition to the type of cases previously described, there are certain other 
categories described below with respect to which you propose to tyke action. 
We are of the opinion that you may take the action proposed; however, we rec- 
ommend that you also obtain the approval of the Comptroller General before 
taking action in such cases. 

1. County committees in some cases, through error, entered into agreements 
covering farms which had received 1956 allotments for the commodity involved 
as “new farms.” Section 485.109 of the regulations specifies that producers are 
not eligible for participation in the acreage reserve program with respect to 
farms which received 1956 allotments as “new farms.” 
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2. County committees in some cases, through error, permitted producers to 
enter into agreements covering less than the minimum acreage or more than 
the maximum acreage specified in section 485.108 of the regulations. 

3. In some cases, the use of an incorrect figure as the normal yield for the 
farm resulted in a higher rate per acre being entered in the agreement than 
that to which the producer was entitled under the regulations. 

It is our understanding that in the types of cases described above where re- 
duction of acreage has been accomplished and the producer has complied with 
the terms and conditions of the agreement you propose, notwithstanding that 
such agreements do not comply with the regulations, to honor the agreement 
as entered into by the county committee and make payment accordingly. 

In reaching the conclusion that you may take the action proposed, we have 
considered a number of factors, including the effect of the case of Federal Crop 
Insurance Corporation v. Merrill (332 U. S. 380 (1947). The Merrill case in- 
volved a situation where the Federal Crop Insurance Corporation promulgated 
and published in the Federal Register regulations specifying the conditions on 
which it would insure wheat crops, including a provision making ineligible for 
insurance, “spring wheat which had been reseeded on winter wheat acreages.” 
Without actual knowledge of this provision a wheat grower applied to the Cor- 
poration’s local agent for insurance on his wheat crop, informing the local agent 
that most of it was being reseeded on winter wheat acreages. This information 
was not, however, included in the written application. The Corporation 
accepted the application subject to the terms of its regulations. The Supreme 
Court held that the Corporation was not liable for loss on the reseeded acreage, 
since such acreage was not eligible under the announced terms of the program. 

The following are excerpts from the majority opinion of the Court: 

‘‘Whatever the form in which the Government functions, anyone entering into 
an agreement with the Government takes the risk of having accurately ascer- 
tained that he who purports to act for the Government stays within the bounds of 
his authority. The scope of this authority may be explicitly defined by Congress 
or be limited by delegated legislation, properly exercised through the rulemaking 
power. And this is so even though, as here, the agent himself may have been 
unaware of the limitations upon his authority. 

+ a a * ok oe = 


“The * * * regulations were binding on all who sought to come within the 
Federal Crop Insurance Act, regardless of actual knowledge of what is in the 
regulations or of the hardship resulting from innocent ignorance.” 

Under the holding in the Merrill case, the Department could take the position, 
in the types of cases under discussion, that the agreements are not valid. How- 
ever, it is not certain that such position could be sustained in a court action. 
It should be observed that the Supreme Court split 5 to 4 on the Merrill case. 
Two Justices who joined in the majority and two who dissented have since been 
replaced. It is not certain, therefore, that the Supreme Court as now consti- 
tuted would follow the Merrill case if called upon to decide a similar case. 

Moreover, the factual situations with respect to the cases now under considera- 
tion differ in some important respects from that present in the Merrill case. In 
the Merrill case, the county committee was aware that the producer intended to 
reseed spring wheat on winter wheat acreage; however, the written application 

yas actually approved by higher authority which was unaware of the producer’s 
intention. The application itself did not disclose that any part of the insured 
crop was being reseeded on winter wheat acreage. With respect to the cases here 
involved, the county committee having knowledge of the facts had authority to 
and did approve the agreements. Another and more important point of difference 
is that in the Merrill case the producer made no showing that he could have 
obtained crop insurance coverage from private insurance firms (the majority 
opinion of the Supreme Court noted that the Government was a pioneer in this 
field) and thus could not be said to have been placed in any worse position by the 
erroneous approval of his application than he would have been if his application 
had been denied. In the cases under discussion, however, if the acreage reserve 
agreements had not been approved, the producers might have produced a crop on 
the land designated as the acreage reserve or put it to other uses not allowed 
under the agreement. With respect to those cases where an incorrect figure was 
used as the normal yield there is even the further point of difference that in the 
Merrill case the applicable provision of the regulations if actually read by the 
farmer would have put him on notice that the reseeded acreage was ineligible, 
whereas in the instant cases, the farmer could not tell by reading the regulations 
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that the figure used by the county committee did not represent the correct normal 
yield for his farm. 

Even assuming that the Department could successfully maintain that the agree- 
ments in question are not binding on the Government, the further question arises 
as to whether you would be required by law to deny compensation under agree- 
ments entered into under the circumstances previously described. 

We understand that you feel that because of the circumstances under which the 
1956 acreage reserve program was undertaken, a practical administration of the 
program requires that you honor such agreements as written. It is our opinion, 
in view of the extremely broad authority vested in you by the Soil Bank Act, that 
you would not be required to deny compensation under such agreements. As 
noted earlier in this opinion, section 103 (a) of the Soil Bank Act authorizes the 
Secretary, notwithstanding any other provision of law, to formulate and carry 
out the acreage reserve program, and further provides that the program may 
include such terms and conditions as the Secretary determines are desirable to 
effectuate the purposes of the act and to facilitate the practical administration of 
the acreage reserve program. Section 121 provides that the facts constituting the 
basis for any payment or compensation, or the amount thereof, when officially 
determined in accordance with applicable regulations prescribed by the Secretary, 
shall be final and conclusive and shall not be reviewable by any other officer or 
agency of the Government. We are of the opinion that under such provisions of 
law you are authorized to make payments in accordance with the agreements as 
written. 

In the case of the agreements entered into covering “new farm” allotments, and 
the agreements entered into covering an acreage not permitted under the maxi- 
mum or minimum acreage requirements, there is even the possibility of yet 
amending the regulations to make such agreements valid. The Soil Bank Act 
specifies no time limit within which agreements must be executed. Although the 
present regulations set a closing date of July 27, 1956, for signing agreements, you 
have authority to extend such date. Since none of the provisions of the regula- 
tions being discussed are required by law, but were adopted as a matter of admin- 
istrative discretion, you could, by appropriate regulations, extend the closing date 
for signing agreements and amend other provisions of the regulations to make 
“new farm” allotments eligible and to eliminate the maximum and minimum 
acreage requirement. 

The only question that arises in this connection is whether you could so extend 
the time limitation for signing new agreements but restrict the amendment to 
those producers who have signed such agreements. An amendment to a regula- 
tion must be general in its application (26 Comp. Dec. 99, 21 Comp. Dec. 482). 
The requirement that an amendment to a regulation must be general in its appli- 
cation does not mean that the amendment must apply to everyone, but only that 
it must apply to all persons in the same circumstances. Since in the situations 
under discussion the amendment would be applicable to all persons in the same 
circumstances, it seems clear that such amendment would not be subject to legal 
objection. Inasmuch as new agreements with terms identical to those in the 
existing agreements could be entered into in cases covered by such an amendment, 
there would appear to be no necessity of going through the formality of requiring 
the execution of new agreements. Instead, the existing agreements could be 
honored. 

For the reasons set forth above, we are of the opinion that you may legally 
honor the agreements under discussion. As indicated earlier, however, we 
recommend that you obtain the approval of the Comptroller General before taking 
action in such cases. 

Sincerely yours, 
R. L. FARRINGTON, 
General Counsel. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, January 16, 1957. 
The honorable the SECRETARY OF AGRICULTURE. 

DEAR Mr. SecrReETARY: Your letter of January 4, 1957, requests our decision 
whether you may legally take certain proposed actions concerning some of the 
1956 acreage-reserve agreements entered into under the Soil Bank Act, Public 
Law 540, approved May 28, 1956 (70 Stat. 188). 
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The letter indicates that, as a result of the delay in the passage of the soil- 
bank legislation, there was insufficient time within which to explain the program 
to producers adequately and still carry out the mandate of Congress to put the 
program into effect for 1956. The program was, thus, inaugurated without 
ample opportunity to acquaint the field staff fully with the requirements of the 
program. The letter indicates further that, because of the lack of complete 
information in the field, the pressure to meet the deadline for signing agree- 
ments, and the necessity in many cases of using inexperienced field personnel, 
mistakes and errors were made by both producers and field personnel in execut- 
ing many of the agreements under the program. 

Also, your letter states that the soil-bank program depends upon voluntary 
participation by producers and, if the proposed actions are not taken, general 
dissatisfaction on the part of producers, who acted in good faith, would, in your 
judgment, jeopardize your ability to obtain sufficient participation in future 
years to achieve the purposes of the program. You, therefore, have determined 
that your proposed actions are necessary to facilitate the practical administra- 
tion of the acreage-reserve progral.. 

The various types of cases where mistakes were made, and your proposed 
actions, are summarized, as follows: 

1. Section 485.115 of the regulations governing the 1956 acreage-reserve pro- 
gram (21 F. R. 4383), which regulations were incorporated by reference as a 
part of the agreement, provides that the rate of compensation per acre is to be 
determined by multiplying the base unit rate for the commodity by the appli- 
cable yield factor. In the case of reduction of acreage by underplanting, the 
applicable yield factor is generally the normal yield per acre for the farm. (See 
sec. 485.117 (a) of the regulations, 21 F. R. 43883, as amended by 21 F. R. 5205.) 
In some cases, in computing the rate of compensation per acre, an incorrect 
figure was used, through error, as the normal yield for the farm. In cases where 
the error resulted in setting out in the agreement a lower rate per acre than 
that to which the producer was entitled under the regulations, you proposed to 
reform the agreement to show the correct rate per acre and make payment ac- 
cordingly. Your General Counsel expresses the view that, under the regula- 
tions, the producer would be entitled to the amount you propose to pay, and 
that the Government intended that the producer receive compensation on the 
basis provided in the regulations. By the same token, an intent may not be im- 
plied on the part of the producer to receive an amount other than that to which 
he was entitled under the regulations. 

2. In cases where the error mentioned in paragraph No. 1 resulted in setting 
out in the agreement a higher rate per acre, you propose to pay the producer 
on the basis of the rate of compensation per acre set forth in the agreement. 

3. Section 485.109 of the regulations governing the program (21 F. R. 4382) 
provides that producers are not eligible for participation in the acreage-reserve 
program on farms which received 1956 allotments as “new farms.” The prin- 
cipal purpose of that provision is to foreclose applications from producers who 
would obtain “new farm” allotments solely in order to participate in the acre- 
age-reserve program. Where field personnel erroneously permitted producers 
who had obtained “new farm” allotments to enter into agreements and such 
producers have carried out the terms and conditions of the agreement, you pro- 
pose to honor the agreement, notwithstanding that such agreements are not in 
accord with the regulations. 

4. Section 485.108 of the regulations (21 F. R. 4381) prescribes certain mini- 
mum and maximum acreage for a commodity which may be placed in the acre- 
age reserve. Where the agreements cover less than the minimum acreage 
or more than the maximum acreage specified in the regulations and the pro- 
ducers have carried out the terms of the agreements, you propose to honor the 
agreements as written, without regard to the minimum- and maximum-acreage 
limitations. 

Dd. Section 485.117 (a) of the regulations (21 F. R. 4388) provides that, in the 
case of reduction of acreage by underplanting, the normal yield for the tract of 
land designated as the acreage reserve was to be the applicable yield factor 
if lower than the normal yield for the farm. Where the normal yield for the 
farm was used as the applicable yield factor to determine the rates of compen- 
sation per acre to include in the agreement, even though the normal yield for the 
designated acreage reserve was less than the normal yield for the farm, you 
propose to pay the producer on the basis of the rate of compensation per acre set 
forth in the agreement. 
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6. Section 485.117 (c) of the regulations (21 F. R. 4883) provides that, in 
the case of reduction of acreage by destruction of subnormal crops, the yield 
factor shall be the appraised yield for the field on which destruction or adjust- 
ment of acreage takes place. In cases where the reduction in acreage is by 
adjustment or destruction and the rate of compensation per acre set forth in 
the agreement is more than that to which the producer is entitled under the 
regulations because of its having been computed on the basis of normal yield 
rather than appraised yield, and cases where the rate per acre in the agreement 
exceeded the maximum rate per acre specified in the regulations, you intended 
to pay the producer only the amount to which he is entitled under the regulation. 

It is a well-known principle of law that a written agreement not in conformity 
with the actual intention of the parties because of a mutual mistake regarding a 
material fact may be reformed in accordance with such actual intent. It is under 
that principle of law that the accounting officers long have, under certain 
conditions, reformed or authorized the reformation of such agreements executed 
by United States contracting officers (30 Comp. Gen. 220; 26 id. 899; 20 id. 782; 
15 id. 238). In view of the nature of the acreage-reserve program, the hasty 
manner in which the program had to be inaugurated, the broad authority vested 
in you by the Soil Bank Act, and the impracticability of transmitting each 
contract here for our consideration, you may reform the agreements set out 
in paragraph No. 1 to conform with the regulations in effect at the time the 
agreements were executed and make payments accordingly. As explained 
below, we know of no legal basis to pay the producers involved in paragraphs 
Nos. 2 and 5 any amount in excess of the maximum permitted under the regula- 
tions. Moreover, there appears no reason why the argument advanced regarding 
the cases involved in paragraph No. 1 should not be applied to the cases covered 
under paragraph No. 2. That is, the Government intended that the producer 
receive compensation on the basis provided in the regulations and there cannot 
be implied an intent on the part of the producer to receive an amount other 
than that to which he was entitled under the regulations. 

In the cases set out in paragraphs Nos. 3 and 4, you propose to make payments 
in accordance with the terms of agreements, even though the payments would be 
in excess of the amounts permitted by the regulations issued under the authority 
of the Soil Bank Act and only published in the Federal Register. You enclosed 
with your letter an opinion of your General Counsel wherein he concludes that 
you may take the action proposed, notwithstanding the decision of the United 
States Supreme Court in the case of Federal Crop Insurance Corporation v. 
Merrill (332 U. 8. 380 (1947) ). 

In the Merrill case, the Federal Crop Insurance Corporation promulgated and 
published in the Federal Register regulations specifying the conditions on which 
it would insure wheat crops, including a provision making ineligible for insur- 
ance, “spring wheat which had been reseeded on winter-wheat acreages.” 
Without actual knowledge of this provision, a wheatgrower applies to the Cor- 
poration’s local agent for insurance on his wheat crop, informing the local 
agent that most of it was being reseeded on winter-wheat acreage. This informa- 
tion was not, however, included in the written application. The Corporation 
accepted the application, subject to the terms of its regulations. The Supreme 
Court held that the Corporation was not liable for loss on the reseeded 
acreage, since such acreage was not eligible under the announced terms of 
the program. In so holding, the Supreme Court stated: 

“Whatever the form in which the Government functions, anyone entering into 
an arrangement with the Government takes the risk of having accurately ascer- 
tained that he who purports to act for the Government stays within the 
bounds of his authority. The scope of this authority may be explicitly defined 
by Congress or be limited by delegated legislation, properly exercised through 
the rulemaking power. And this is so, even though, as here, the agent, himself, 
may have been unaware of the limitations upon his authority. * * * 

* * * * x * * 

“Accordingly, the wheat crop insurance regulations were binding on all who 
sought to come within the Federal Crop Insurance Act, regardless of actual 
knowledge of what is in the regulations or of the hardship resulting from inno- 
cent ignorance. * * *” 

While your General Counsel attempts to distinguish the Merrill case from 
the cases here involved, we do not see that the differences pointed out by him 
would have caused the Supreme Court to have reached any other conclusion. 
The law and facts involved in the Merrill case are so similar to the law and 
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facts here involved that we feel we have no alternative but to follow the Merrill 
case. AS you know, even if we could conclude that the Merrill case—which would 
preclude the payments proposed in paragraphs 2 through 5—is not applicable, 
it still would be our duty to deny such proposed payments as being cases where 
substantial doubt exists as to the action which a court of competent jurisdiction 
might take. (See Longwill v. United States (17 C. Cls. 288, 291); Charles vy. 
United States (19 id. 316, 319).) 

Your General Counsel contends further that, even assuming that the agree- 
ments are not binding on the Government, you would be authorized under the 
broad provisions of the Soil Bank Act to make the proposed payments. It is true 
that you are authorized under section 103 (a) of that act to include in the 
acreage-reserve program such terms and conditions as you determine are desir- 
able to effectuate the purposes of the act and to facilitate the practical adminis- 
tration of the acreage-reserve program, but that authority does not authorize 
you to ignore the provisions of the regulations you previously have issued 
which, under the well-established principles restated in the Merrill case, have 
the force and effect of iaw. See Sheridan-Wyoming Coal Co. v. Krug (172 F. 
2d 282), wherein the Court held that a regulation issued by the Secretary of the 
Interior was binding upon him and precluded him from granting any exception 
thereto until it was repealed or modified. 

Lastly, your General Counsel proposes that you, by appropriate regulations, 
extend the closing date for signing agreements and amend other provisions of 
the regulations to make “new farm” allotments eligible and to eliminate the 
maximum and minimum acreage requirement. In view of the broad provisions 
of the Soil Bank Act, the nature of the acreage-reserve program, and your 
determination that such action is necessary to facilitate the practical adminis- 
tration of the program, it is our opinion that such action would be authorized, 
provided that the amendments apply to all existing agreements covering “new 
farm” allotments or acreage less than the minimum or in excess of the maxi- 
mum, The payments proposed in paragraphs Nos. 3 and 4 would then be 
authorized. 

Of course, there is no objection to the proposal in paragraph No. 6 to pay only 
the amount authorized under the regulations. 

Sincerely yours, 





JOSEPH CAMPBELL, 
Comptroller General of the United States. 


EXHIBIT E 


CORRESPONDENCE BETWEEN THE INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
AND THE DEPARTMENT OF AGRICULTURE CONCERNING THE 1956 ACREAGE RESERVE 
PROGRAM 

APRIL 4, 1957. 

Mr. Rosert L. FARRINGTON, 

General Counsel, Department of Agriculture, 
Washington, D. C. 

DeaR Mr. FARRINGTON: An announcement of the Department of Agriculture 
on August 22, 1956, concerning extension of the 1956 acreage-reserve compliance 
deadline stated that the extension “was based on a determination that a rela- 
tively small number of farmers did not understand the civil-penalty provisions 
of the acreage-reserve program.” 

It would be appreciated if you will furnish to the Intergovernmental Rela- 
tions Subcommittee a copy of this determination, together with the docket and 
any other material upon which the determination was based. 

Your cooperation in furnishing this material will be appreciated and, I am 
sure, will be very helpful to the subcommittee. In the event that this material 
cannot be furnished by April 16, it would be appreciated if your office will con- 
tact me as soon as possible. 

Sincerely, 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee. 
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Apri 15, 1957. 
Mr. JAMES R,. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives. 


Drar Mr. NAUGHTON: This is with reference to your letter of April 4, 1957, ad- 
dressed to the General Counsel, relating to this Department’s announcement of 
August 22, 1956, that the final date for disposing of crops under the 1956 acreage- 
reserve program had been extended through August 31, 1956. 

No formal documentation of the decision to extend the time for disposing of 
crops was made except for the aforementioned announcement and the formal 
amendment to the regulations published in volume 21, Federal Register, page 6879. 
The decision to extend the time for disposing of crops was based on informal in- 
formation and reports to the effect that a relatively small number of farmers did 
not understand the requirements of the program. It later became apparent, how- 
ever, that a large number of farmers had not understood, in signing the acreage- 
reserve agreements, that they were required to dispose of any crops, but thought 
that the agreement merely placed a maximum on the number of acres with respect 
to which they were eligible to earn a payment; consequently, producers who had 
not disposed of their crops by the specified date were released by Supplement I to 
the 1956 Acreage Reserve Regulations (21 F. R. 7611), from their obligations 
under their agreements. 

Sincerely yours, 
WALTER C, BerGer, Administrator. 


Aprit 16, 1957. 
Mr. WALTER C. BERGER, 
Administrator, Commodity Stabilization Service, 
Department of Agriculture, Washington, D.C. 


Dear Mr. BERGER: This is with reference to your letter of April 15 in response 
to my letter of April 4 addressed to the General Counsel concerning the determina- 
tion of the Department that a relatively small number of farmers did not under- 
stand penalty provisions of the acreage-reserve program. 

Will you please furnish to the Intergovernmental Relations Subcommittee: 

1. Copies of all correspondence, reports, memorandums, and/or other informa- 
tion upon which the Department based its decision to extend time for disposing 
of crops on August 22, 1956. 

2. Copies of all correspondence, reports, memorandums, and/or other informa- 
tion upon which the Department based its later decision to release producers from 
obligations under acreage-reserve agreements. 

In the event that the above material is too bulky or voluminous to conveniently 
furnish copies to the subcommittee, it will be satisfactory of you will make it 
available for examination by the subcommittee. If this material cannot be fur 
nished or made available by April 24, it would be appreciated if you will contact 
me. 

Your cooperation will be appreciated and, I am sure, will be helpful to the 
subcommittee. 

Sincerely, 
JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee. 





UNITED STATES DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
Washington, D. C., May 6, 1957. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives. 

DeAR Mr. NAUGHTON: This is with reference to your letter of April 16, 1957, 
relating to the 1956 acreage reserve program in which you requested copies of 
all correspondence, reports, memorandums, and other information upon which the 
Department based its decision to extend the time for disposing of crops and 
upon which it based its decision to release certain producers from their obliga- 
tions under acreage-reserve agreements. 





THE SOIL BANK 161 


Such decisions were based upon oral information and reports obtained in the 
course of field trips by officials of the Department and upon telephone conversa- 
tions and other oral reports by field personnel, and not upon written reports, 
memorandums, or correspondence. 

Sincerely yours, 
CLARENCE L. MILLER, 
Associate Administrator. 


SEPTEMBER 6, 1958. 
Mr. Howarp J. Doacéert, 
Director, Soil Bank Division, 
Commodity Stabilization Service, 
Department of Agriculture, Washington, D. C. 

DeAR Mr. Doacerr: As you probably know, the Intergovernmental Relations 
Subcommittee has been interested for some time in the 1956 acreage-reserve 
program. The subcommittee may wish to take testimony on this matter later 
this month or early next month. In order to assist the subcommittee in its 
study, it would be appreciated if you will provide the following information: 

1. A brief chronology of important changes made in regulations concern- 
ing the 1956 acreage-reserve program, together with the reasons for each 
such change; 

2. (a) An estimate of the amount by which production of corn, wheat, and 
cotton was reduced by the 1956 acreage-reserve program ; 

(b) An estimate of the amount by which production of the above commodi- 
ties would have been reduced if producers had not been allowed to termi- 
nate or amend soil-bank agreements without penalty ; 

(c) An explanation of the basis for each of the above estimates ; 

3. A statement of the number and amount of penalties, if any, collected 
for knowing and willful violations of the 1956 acreage-reserve program ; 

4. A description of the procedures followed in terminating or revising 
1956 acreage-reserve agreements after September 28, 1956, indicating par- 
ticularly whether determinations were made on an individual basis for each 
contract or on a blanket basis for all contracts ; 

5. A description of the circumstances surrounding soil bank and crop 
insurance payments being made on the same land in 1956, indicating par- 
ticularly the extent of such payments and whether there was any coordina- 
tion between administrators of the two programs to see that estimates of 
yield were consistent, etc., and, if so, the extent of such coordination ; 

6. A description of the Department’s activities to date under Public Law 
413 of the 85th Congress, including such information as is available con- 
cerning amounts paid out, together with the Department’s present estimate 
as to amounts to be paid out in the future under this legislation. 

Your cooperation in this matter will be appreciated, and, I am sure, will be 
very helpful to the subcommittee. It would be particularly appreciated if the 
requested information, or such portion of it as is available, can be furnished 
to the subcommittee by September 22. If there are any questions concerning 
the information desired, or if you feel that preparation of any of this material 
would be unduly burdensome, please do not hesitate to call me. 

Sincerely, 

JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee. 





Unitep States DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
Washington, D. C., September 28, 1958. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, House Office Building, Washington, D. C. 

Dear Mr. NavucutTon: We are enclosing available data in response to the 
request for information contained in your letter of September 6, 1958. 

1. Please see exhibit 1 attached for the important changes made in the regu- 
lations concerning the 1956 acreage reserve program and the reasons for such 
changes. 

2. (a) We estimate that the 1956 acreage reserve program reduced the pro- 
duction of corn, 112.5 million bushels; wheat, 27.5 million bushels; and cotton, 
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250,000 bales. See item 12 in attached exhibit 2. These reductions in pro- 
duction relate principally to the acreage taken out of production and the yield 
that would have been harvested on such acreage considering the crop conditions 
that prevailed during the year. 

(b) and (c) We estimate that the probable reduction in production in 1956 
would have been as follows if producers had not been allowed to terminate or 
amend soil bank agreements without penalty: Corn, 117.5 million bushels; 
wheat, 28.2 million bushels; and cotton, 257,000 bales. These data are shown 
on line 14 of exhibit 2. This table to a large extent provides an explanation 
of the steps taken to arrive at these estimates. Our basis for the estimate 
in item 14 assumes that there would have been some noncompliance in 1956 
regardless of whether termination or amendment of agreements was permitted. 
To arrive at the degree to which this would be true we used 1957 data because 
agreements could not be terminated or amended for 1957 as was permitted in 
certain circumstances in 1956. In addition, it is reasonable to assume that a 
number of farmers whose agreements were terminated in 1956 would not have 
complied with their agreements, since the disposition date had already passed 
and were ineligible for receiving any compensation for compliance. 

3. As of June 30, 1958, there were a total of 472 violations cases reported 
under the 1956 acreage-reserve program. A total of $80,973.27 has been assessed 
under these violations which include forfeiture, refunds, and civil penalties 
assessed as of this date. Of those, there were a total of 56 cases in which 
civil penalties in the amount of $5,720.59 were assessed. 

4. Supplement 1 to the 1956 acreage-reserve program regulations issued Sep- 
tember 28, 1956, provided in part: 

*“(1) Any producer who is not entitled to any compensation under his ‘Soil 
Bank acreage reserve agreement for 1956’ (hereinafter called ‘agreement’ ) 
because of failure to perform such agreement in any of the following respects 
is hereby released from his obligations under the agreement : 

“(a) Failure to plow under, or otherwise physically incorporate into the 
soil, or clip, mow, or cut the crop growing on the tract or tracts of land desig- 
nated as acreage reserve by the final date specified for such purpose in the 
regulations. 

“(b) Failure to meet the minimum acreage requirements specified in § 485.108 
(b) of the regulations. 

“(c) Failure to comply with all of his acreage allotments (or Soil Bank 
corn base) with respect to the farm. 

(2) Any producer who has satisfied the requirements of the program with 
respect to a part of the acreage covered by his agreement may enter into a 
revised agreement, which shall be effective as of the date of the issuance of 
this supplement, covering the number of acres with respect to which he has 
performed the agreement. Such revised agreement may be entered into without 
regard to the minimum acreage limitations contained in § 485.108 (b) of the 
regulations, and compensation shall be payable under such revised agreement 
without regard to the proviso in § 485.114 of the regulations and section 5 of 
Part V of the printed provisions of the agreement. * * *” 

Before this action was taken the approval of the Comptroller General of the 
United States was obtained in an opinion dated September 14, 1956. 

The procedure followed by field offices in handling such cases is set forth 
in an instruction issued October 2, 1956 (notice SB-15) which provided: 
“A. Release of producers 


“Any agreement, the signers of which were released from further obligations 
under Paragraph 1 of this Supplement, shall be clearly marked on the face of 
the agreement to show the notation ‘Released 9-28-56, pursuant to Supplement 
1, 1956 Acreage Reserve Regulations.’ A member of the County Committee 
shall sign and the date shall be entered immediately below this notation on each 
Such agreement. 

“B. Notice to producers 


“1. Any producer who has satisfied the requirements of the program with 
respect to a part of the acreage covered by this agreement, as stated in Para- 
graph (2) of this supplement, shall be notified of that fact, and shall be advised 
that under new regulations a revised agreement may now be executed on the 
basis of the partial compliance and payment may be made under the revised 
agreement. 
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“2. The signers of any agreement who were released because of failure to 
meet the minimum acreage requirements (Paragraph 1 (b) of the Supplement) 
shall be notified that no compensation can be paid under the original agreement 
signed but a revised agreement may be executed to cover actual performance 
under which agreement compensation may be paid. 

“3. It will not be necessary to send a notice to producers who have earned no 
compensation under an agreement. 


“CO. Revised agreements 


“1. All revised agreements executed shall be clearly marked ‘Revised’. 

“2. When the revised agreement is signed by all producers who signed the 
original agreement, the original agreement shall be marked to show the nota- 
tion ‘See Revised Agreement Dated ————.’ Such notation shall be signed and 
dated by a member of the county committee. 

“3. If any error was made in the original agreement, it should be corrected 
in preparing the revised agreement. 

“4. Complete the compensation statement, Form CSS-808 (Soil Bank) on the 
basis of information shown on the ‘Revised’ agreement and make payment in 
accordance with existing instructions.” 

Attention is called to the fact that the above instructions require that de- 
terminations be made with respect to “each such agreement” where the agree- 
ment was terminated and that “all revised agreements * * * be clearly marked 
‘Revised.’ Hence, each agreement was to be reviewed and determinations made 
thereon individually. 

5. (Your point 4, p. 2.) Under the acreage reserve program for 1956 soil bank 
payments were made to producers on crops which were damaged or destroyed 
by natural causes. The soil bank payment, however, was a reduced payment 
based on the residual value of the crop after it was damaged or destroyed, with 
a minimum payment of $6 per acre. No provision was included for denying soil 
bank payments to producers who had crop insurance or for adjusting the amount 
of the soil bank payment by the amount of crop insurance received by the producer. 
The decision not to deny or adjust the soil bank payment to such producers 
rested primarily on the fact that the soil bank payment was based on the value 
of the crop after the damage or destruction took place, whereas the crop insurance 
payment was intended to cover the damage itself. 

There may have been several days or even weeks difference in the time between 
crop appraisals by FCIC adjustors and acreage reserve program performance 
checkers of crops growing on land covered by FCIC insurance and in the 1956 
acreage reserve program. Differences, if any, between appraisals by the two 
agencies could, therefore, be accounted for by the lapse of time between the 
respective appraisals and whether growing conditions were improving or de- 
teriorating during such period of time. 

While statistics are not available in Washington, the percentage of cropland 
included in the 1956 acreage reserve and also covered by FCIC insurance was very 
small. Hence, the amount of payments on such cropland in the 1956 acreage 
reserve was in any event insignificant when compared to totals. 

The above indicate the reasons for not requiring formal coordination between 
these two programs in 1956. Oral reports indicated that county personnel did 
cooperate in the establishment of acreages participating in both programs, e. g., 
in some counties FCIC adjustors were reported to have accepted ASC county 
office determination of the number of acres included in the acreage reserve on 
some farms. 

6. Because regulations and instructions relative to Public Law 85-413 were 
completed and sent to the field the latter part of August, detailed information 
with respect to amounts paid, ete., are not yet available. The Department esti- 
mated that claims coming under this legislation should not exceed $1 million. 

Sincerely yours, 
Howarp J. DOGGETT, 
Director, Soil Bank Division. 


Exhibit 1 
List oF MAJor CHANGES MADE IN 1956 ACREAGE RESERVE REGULATIONS 


1. The first sentence of subsection (b) of section 485.111 was changed to pro- 
vide that if the final disposition date fixed for the area for compliance with allot- 
ments for purposes of price support and marketing quotas is prior to May 28, 1956, 
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and the farm was in compliance with its allotment on such final disposition date, 
reduction by plowing under, or clipping, mowing, or cutting, for purposes of the 
acreage reserve program may be accomplished at any time subsequent to such 
final disposition date and on or before June 30, 1956. (Prior to the amendment, 
the regulations provided that such reduction could only take place subsequent to 
May 27, 1956.) May 28 had been specified in the original regulations because that 
was the date of passage of the Soil Bank Act. It was felt that disposition of a 
crop prior to that date should not be considered, generally, as having been done 
in anticipation of the soil bank. However, it was brought to our attention that 
in areas having a disposition date prior to May 28, some farmers may have dis- 
posed of crops between the disposition date and May 28. We felt that any dis- 
position which did take place after the established disposition date probably was 
done in anticipation of the soil bank. 

2. Subsection (b) of section 485.112 changed to provide that the acreage 
reserve shall not have been grazed since June 22, 1956, rather than that the 
acreage reserve has not been grazed in 1956. It was felt that without this 
amendment, some producers who had not known of the prohibition against grazing 
(the statute was not passed until May 28, 1956, and the regulations and instruc- 
tions were not available in the field until June 22) would unfairly have been 
excluded from participating because of having grazed their land, however slightly 
or innocently they may have done so, even though they had underplanted or 
disposed of a crop in anticipation of the soil bank. 

3. Subsection (a) of section 485.117 changed to provide, in effect, that in the 
ease of reduction of acreage by underplanting, the yield factor shall be the normal 
yield for the farm, or the normal yield for the tract of land designated as the 
acreage reserve, whichever is smaller. (Prior to the amendment, the regula- 
tions provided that the yield factor shall be the normal yield for the designated 
tract of land; however this provision requiring the use of the smaller of the 
normal yield for the tract or the normal yield for the farm was always included 
as a part of the instructions to the field.) The purpose of this amendment was 
to make the regulations consistent with the instructions. 

4. Section 485.110 (a) was amended to permit county committees to enter into 
agreements without the signature of an owner or landlord whose signature would 
otherwise be required if such signature could not be obtained and the county 
committee determined that such owner or landlord did not have a right to graze 
or harvest from the acreage reserve or otherwise control the farming operation 
thereon. It was not felt that the tenant operator should be deprived of his pay- 
ment merely because the landlord’s signature could not be readily obtained, as 
in the case of absentee landlords. Where the landlord had no right to graze or 
harvest the acreage reserve or otherwise control the farming operations, the 
interest of the Government was adequately protected without his signature. 

5. A new paragraph (d) was added to section 485.111 containing specific pro- 
visions applicable to producers of durum wheat located in counties where in- 
creased wheat allotments were made available to encourage production of durum 
wheat. The purpose of this amendment was to prescribe the terms and condi- 
tions under which producers who received increased wheat allotments under the 
new durum wheat legislation could participate in the soil bank. 

6. Sections 485.111 and 485.112 (d) were amended to extend from June 30, 
1956, to July 27, 1956, the final date on which producers could dispose of their 
crops. At this time, farmers had until July 20 to sign up. Most farmers did 
not know the exact requirements for disposing of their crops until they came into 
the county offices to sign an agreement. Many of those who did know of the 
requirements were unwilling to destroy their crop until after they had an agree- 
ment. It was therefore necessary to extend the disposition date to a reasonable 
time after the closing date for signing agreements. 

7. Section 485.110 (b) was amended to extend date for filing agreements from 
July 20, 1956, to July 27, 1956. The final date for signing agreements was ex- 
tended because some county committees had been unable to sign up all farmers 
who wanted to participate, and to obviate possible confusion since the prior final 
date was on the same date as the wheat marketing quota referendum. 

8. Section 485.111 (b) was amended to provide that if reduction of acreage is 
by destruction, such destruction must take place not later than August 3, 1956. 
(The former date was July 31, 1956.) In view of the additional time given for 
filing agreements, the time for disposing of crops under such agreements had to 
be given. 
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9. Sections 485.111 (b), 485.112 (¢c) (1), and 485.112 (d) were amended to ex- 
tend the deadline for disposing of crops on land designated in the acreage re- 
serve from August 3, 1956, to August 31, 1956. The additional time to dispose 
of crops was granted because some farmers did not understand the civil penalty 
provisions of the program. 

10. The regulations were amended to require producers in disaster areas 
where grazing has been authorized beyond September 15, 1956, to dispose of 
crops on the acreage reserve on or before September 15, 1956. The purpose of 
this amendment was to prevent producers from getting the benefit, through 
grazing, of mature grain crops on the acreage reserve. 

11. A new section 485.133 was added, allowing the Administrator, CSS, to 
prevent undue hardship, to waive the requirements of any provisions of the regu- 
lations or in the agreement if, in his judgment, such waiver is in the best interest 
of the program, and not prohibited by law. The purpose of the amendment was 
to provide a method whereby hardship cases could be handled. It was used 
primarily to accept agreements that were filed after the closing date where it 
appeared that the producer had performed but had failed for excusable reasons 
to file an agreement before the closing date. The Comptroller General later 
ruled that in his opinion a provision of this broad nature was not authorized, 
but he found no objection with the way in which the provision had in practice 
been used. Upon receipt of the Comptroller General’s decision, the waiver pro- 
vision was removed. 

Supplement I, producers who had failed to perform their agreements in one or 
more respects and who, therefore, were ineligible to receive any compensation 
under the soil bank were released from any further obligation under their agree- 
ment so that they could then harvest or graze any remaining crops on the farm 
without suffering any additional penalty. Producers who had performed their 
agreements with respect to only a part of the acreage covered by their agree- 
ment were permitted to revise their agreement to cover only that part with re- 
spect to which they had performed so that they could be compensated for such 
part as they had performed. Supplement I included the specific statement that 
no producer was released from liability from civil penalties incurred prior to 
the issuance of the supplement. The purpose of supplement I was to relieve 
farmers from hardship caused by misunderstandings as to their obligations 
under the agreement. The approval of the Comptroller General was obtained 
before such action was taken. 

Supplement II clarified the amount of compensation which was payable to 
any producer who entered into an agreement on the basis of underplanting the 
allotment, but who had to plow under or dispose of some acreage in order to 
reduce his crops by the number of acres which he had agreed to under his 
contract. Supplement II specified that such producer would be paid at the rate 
per acre set forth in the agreement for the acreage underplanted, but that with 
respect to the acreage plowed under or disposed of, he would be limited to the 
rate per acre applicable to reduction of acreage by such means (i. e., the appraised 
value of the crop destroyed). 

Supplement III authorized the honoring of agreements approved by county 
committees covering new-farm allotments and covering less than the minimum 
or more than the maximum number of acres specified in the original regulations. 
Supplement III was later amended to provide the same relief in certain other 
situations which were similar to those covered by the original supplement IIT. 
The Comptroller General’s approval was obtained before Supplement III was 
issued. 

Supplement IV was issued to implement Public Law 85-413, passed May 16, 
1958, which authorized the Secretary to compensate producers who suffered a 
loss under the 1956 acreage reserve program as a result of incorrect information 
furnished by employees of the Government. 
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Exhibit 2 
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1956 soil-bank acreage reserve program: Estimated reduction in production with 
and without contract terminations for corn, wheat, and cotton 

















Item description Corn Wheat Cotton 
A. Original contract obligations: 
Ee EE Son See eh Bi gas kccnincadomyeacadrel $179, 664,064 | $44,739,889 | $27,336,091 
BR NIRS ooh oi nce bck ethene cobb sen -| $196, 417,873 | $230, 851,526 | $153, 896, 122 
B. Payments made to complying “farmers (June 30, 1958 | 
report): | | 
3. 1956 program (certain terminations permitted) ___-_--| $170, 169, 573 $43, 361, 713 $26, 391, 606 
4. 1957 program (terminations not permitted) ----._- --| $194, 229, 952 | $229, 483,597 | $152, 280, 872 
C. Percent of original contract obligations paid to complying | 
farmers: | 
5. 1956 program (certain terminations permitted) _____-| 94.7 96.9 96.5 
6. 1957 program (terminations not permitted) -._._...- 98.9 99.4 99.3 
D. 1956 program reserve acreage: 
7. On original contracts (acres) ...-..--- aecuoeh 5, 315, 578 | 5, 670, 441 | 1, 121, 151 
8. Estimated final acres (5 by 7) --..........-.-.-..-.-.-- 5, 034, 000 5, 495, 000 | 1, 082, 000 
E. Estimated 1956 yield per harvested acre: | 
9. All United States acreage harvested -- --- ibatiets 1 45.7 | 1 20.2 20. 85 
10. 1956 reserve acres if harvested _--_- | 1 22.3 15.0 |} 2.23 
F. Estimated 1956 reduction in production due to acreage | | 
reserve (bushels or bales): | 
11. Maximum reduction (8 by 9)...........-.-.----.-- 230, 054,000 | 110, 999, 000 920, 000 
12. Probable reduction in production ( (8 by 10). -| 112,500,000 | 27, 500, 000 | 250, 000 
G. Estimated | | 


were terminated (bushels or bales): 
13. Maximum reduction (12 plus 5)__--- 
14. Probable reduction (6 by 


1 Bushels 
2 Bales. 


QUESTIONS LEFT AT 


12 divided by 5 


1956 reduction in production if no contracts | 





119, 000,000 | 


117, 500, 000 


Iowa ASC OFFICE, SEPTEMBER 18, 


28, 490, 000 
| 28, 200, 000 
| 


259, 000 
257, 000 


1958 


1. How many penalties were assessed in Iowa in connection with 1956 soil- 


bank program? How 
2. What were 

by Boone County committee 

or office managers terminate or 

July 27, 1956? 

What concrete evidence, if 

What 


many were 


3. 


corn production in Iowa? 


any, 
is the estimated 
the corn crop, and on what basis was the estimate 


collected ? 
circumstances surrounding 
member ? 
amend 


a 
Did 
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contri 


What v 
mendment 
icts for 


that 


yas total 


own 


amount? 
of soil-bank 
other county 
their 


contract 


committeemen 
farms 


after 


the 1956 soil bank reduced 
amount of the reduction in 
arrived at? 


4. What is the total number of soil-bank contracts terminated, and the number 


7 


amended after July 27 in lowa? 


Llow 


(Please give estimate if no actual figures are available. ) 


5. Have 
gress? If so, please give details. 
paid out in future under Public 
used. 

6. 
program in 1956? 


Law 


What is 
413? 


for harvesting crops from soil-bank land? 


7. Did the Iowa ASC 
line for plowing under crops? 


any payments been made in Iowa under Public 


estimated 


Law 
amount 


413, 
that will 
Please describe procedures being 


any acres involved in each category? 


85th Con- 
be 


Did State office fully inform county offices concerning details of soil-bank 
Were producers informed that they were subject to penalty 
office recommend any or all of extensions in the dead- 
If so, please give details. 


8. Was any information given by or through the Iowa ASC office to Wash- 
ington between August 28 and September 6, 1956, to the effect that there was 


misunderstanding of the penalty 


provisions? 


and furnish copies of any communications. 


If so, 


please give full details 
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UNITED STATES DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL STABILIZATION AND CONSERVATION COMMITTEE, 
Des Moines, Iowa, September 25, 1958. 
Re answers to questions requested during visit to Iowa ASC office, September 
18, 1958, reference 1956 AR. 
Mr. JAMES R. NAUGHTON, 
Counsel, Intergovernmental Relations Subcommittee, 
House of Representatives Committee on Government Operations, 
House Office Building, Washington, D.C. 


DEAR Mr. NAvuGHTON: This is in answer to the questions left at our office 
at the time of your visit on September 18, 1958, regarding the 1956 acreage- 
reserve program in Iowa. 

1. There were three civil penalties assessed on producers for violation of 
1956 acreage-reserve agreements. The total civil penalty assessed was $612.83, 
and $399.98 has been collected. One of the above cases is now in court for 
judicial review, and this penalty, $212.85, has not been collected to date. 

2. This information is not available in the State office, and would require 
special checking in county offices to determine. Please advise if you wish 
us to take steps to secure this information for you. 

3. From the Iowa corn compliance and diversion report, we give the following 
information: 

Corn on 654,631 acres was destroyed to comply with 1856 acreage-reserve 
agreements, while 561,965 acres represented the amount by which producers 
underplanted their 1956 corn soil-bank base. 

The reduction in 1956 production of corn (bushels) due to the acreage re- 
serve would be an estimate. Based on the average corn yield in Iowa, taken 
from the 1956 Iowa annual farm census times the acreage in acreage reserve. 

This census gives the average yield of corn for Iowa in 1956 at 52.8 bushels 
times 1,216,596 total acres of acreage reserve in compliance equals 64,236,268 
bushels. 

Knowing that compliance where corn was destroyed was in the area of lowest 
average yield, we took the average yield in the part of the State involved, 44.6 
bushels times 654,631 acres of corn destroyed equals 29,196,542 bushels of corn 
destroyed. 

Then, using State average yield, 52.8 bushels times 561,965 underplanted acre- 
age in acreage reserve equals 29,671,752 bushels. Adding the 2 together, 29,196,- 
542 bushels corn destroyed plus 29,671,752 bushels underplanting equals 58,868,- 
294 bushels estimated reduction under the 1956 acreage reserve. 

4. The information regarding number of agreements terminated and revised 
after July 28, 1956, is not available in the Iowa ASC office. We have no in- 
formation on which to base an estimate of agreements terminated or revised. 
If you desire the accurate figures regarding agreements terminated or revised, 
it will require a report from all counties. If you wish an accurate report on 
this matter, please advise. 

5. No payments have yet been made for 1956 cases coming under the pro- 
visions of Public Law 413, 85th Congress, but nine cases are under considera- 
tion. These cases were all called to the attention of the Iowa ASC office during 
1956. 

These cases involve situations in which farmers acting in good faith disposed 
of a growing crop to comply with a 1956 acreage-reserve agreement. Due to 
incorrect or incomplete information received at the county ASC office, the acre- 
age destroyed was in excess of the acreage on which compensation could be 
paid under soil-bank regulations. The producer suffered a loss by having de- 
stroyed a crop for which no compensation could be paid. 

To be eligible to be considered for compensation under this provision, county 
office records or other available information must show that the producer was 
advised by a representative of the Secretary of Agriculture authorized to give 
information under the 1956 acreage-reserve program that he could participate 
in the acreage-reserve program, and, as a result of such incorrect or incomplete 
information, the producer acted in good faith and destroyed a crop or refrained 
from harvesting or grazing, and, because he is not entitled to the compensation 
stipulated in the agreement or which would have been stipulated if an agree- 
ment had been entered into on the basis of the incorrect or incomplete informa- 
tion, he suffered a loss. These cases are being reported to the State ASC office 
by county ASC offices. The county report includes a statement explaining in 
detail the incorrect or incomplete information given, and when, where, and by 
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whom given. The report also includes a statement signed by the farmer in- 
volved, giving in detail the action taken by him as a result of incorrect or 
incomplete information received. His report will also include name of crop, 
date, method, location, and number of acres destroyed; location and acres not 
grazed; and name, location, and number of acres of crop not harvested, as the 
case may be, as the result of incorrect or incomplete information. 

The county report will also show net loss and the basis of determination, as 
well as all information contained in an agreement filed on the basis of incorrect 
or incomplete information or that would have been filed on the basis of the incor- 
rect or incomplete information. 

This information must be reviewed by the ASC State committee. They 
determine if the producer is eligible for compensation and, if so, the amount that 
will compensate him for his net loss. 

It is estimated the total compensation payable under this provision would be 
about $3,750 on cases now under consideration. This is an estimated amount, 
and could change when final determinations are made. 

6. The State ASC office did fully inform county offices concerning details of 
the 1956 soil-bank program. County personnel were instructed in district meet- 
ings regarding all provisions of the program, and followup was maintained by 
the State office to keep counties fully informed. The press, radio, and television 
gave considerable general information regarding the program, and local and 
countywide open meetings were held in all counties to explain the provisions 
to the farmers. 

7. Due to the fact the 1956 program was started late in the season, the State 
ASC committee Was submitted to continuous pressure to extend disposal dates. 
Original disposal dates for some crops were near the beginning of the signup 
period, and for others only 2 or 3 days after signup closed. Some of the 
recommendations for extending disposal dates were passed on to the Washington 
office. 

8. There is no record of any communication being sent to Washington regard- 
ing misunderstanding of the penalty provisions of the 1956 acreage-reserve 
program during the period August 28 to September 6, 1956. 

Sincerely, 
C. C. GLENN, 
Administrative Officer, Iowa State ASC Office. 


EXHIBIT F 


CORRESPONDENCE BETWEEN IOWA STATE AND County ASC CoMMITTEES AND UNITED 
STATES DEPARTMENT OF AGRICULTURE CONCERNING 1956 ACREAGE-RESERVE 
PROGRAM 

Des MoInss, Iowa, July 25, 1956. 

The honorable the SEcrRETARY OF AGRICULTURE. 

Drak Mr. SECRETARY: Delegations of farmers from Plymouth, east Pottawat- 
tamie, and Shelby Counties visited this office today to discuss with the Iowa 
State ASC committee possible relaxations of the soil-bank rulings and other 
possible means of relief and aid to the farmers of these counties. 

These delegations filed the accompanying petitions with this office, and asked 
that they be given proper attention. We believe that you should have them for 
your consideration. 

Respectfully, 
C. C. GLEN, 
{dministrative Officer, Iowa State ASC Office. 


Drs MoINEs, Iowa, August 16, 1956. 
Mr. Howarp J. Doacett, 
Director, Soil Bank Division, Commodity Stabilization Service, 
Department of Agriculture, Washinaton, D.C. 

Drar Mr. Doccerr: The Iowa ASC Committee feels that for the year of 1956 
the civil-penalty provision of the soil-bank program should not be enforced. 

We feel that due to lateness of the bill being passed and the rush of getting 
the soil-bank program to our farmers there was considerable information which 
the farmer did not get and in some cases there was resultant misunderstandings 
which led to some of the farmers not carrying out their contract in full. 
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We believe that if this penalty is enforced it will cause a great deal of hard- 
ship in many cases and there will be permanent ill feeling toward the entire 
farm program. 

Sincerely, 
Max M. SoerH, 
Acting Chairman, Iowa ASC Committee. 


RockweELut Ciry, Iowa, August 27, 1956. 
DrIReEcToR OF Sor. BANK DIVISION, 
Commodity Stabilization Service, Department of Agriculture: 

In view of confusion over signup in acreage reserve the Calhoun County 
office gave out information that a major portion would clear farmers of penalties. 
Some persons interpreted this to mean 51 percent or more. This committee 
requests that no penalty be imposed if 51 percent of acres in reserve are de- 
stroyed. 

CouNTY COMMITTEE, CALHOUN ASC OFFICE. 


Sac City, Iowa, August 27, 1956. 
DWIGHT MEYER, 
Agricultural Building, Washington, D. C.: 

Sac County ASC Committee feels penalties and restrictions on soil-bank con- 
tracts to drastic. Desire permission in disaster areas to harvest without 
penalty or payment up to 40 percent contract for silage or fodder to carry 
herds through winter as we have no other feed whatsoever. Otherwise many 
good herds must be disposed of. 

A. A. CURRIE, 
Sac County ASC Committee. 


IpaA Grove, Iowa, August 27, 1956. 
DWIGHT MEYER: 

Request the consideration of the major portion of the acreage reserve contracts 
as 51 percent or more. Have been telling producers at the time of signup that 
51 percent or more would not bear any penalty and would be in compliance. 

ARNOLD PUTENSEN, 
Vice Chairman, Ida County ASC Office. 


OFFICE MEMORANDUM—UNITED STATES GOVERNMENT 


AvuGUST 28, 1956. 
To: Max M. Soeth, acting chairman, Iowa State ASC Committee. 
From: Dwight W. Meyer, Acting Director, Soil Bank Division, CSS. 
Subject : Acreage-reserve program—Civil penalty. 

The civil-penalty provision of the 1956 acreage-reserve program to which you 
refer in your letter of August 16 has been a matter of much concern to the people 
of the Soil Bank Division, and to the entire Department for that matter. We 
appreciate getting your views on this subject. 

It appears that the legal staff of the Department of Agriculture feels that the 
Soil Bank Act is so specific on this matter of penalties that they will have to be 
enforced. In a conference last week a decision was made to stand firm on the 
collection of civil penalties where they would be incurred by violations of the 
regulations. 

An additional extension of the deadline for compliance was provided, about 
which you were notified at the time. 

The instructions for the county offices were airmailed out last night and will 
carry provision that, where there is a tolerance provided to the extent that if a 
measured acreage-reserve tract is within 80 percent of that specified on the agree- 
ment and the county committee feels that the producer has made an attempt to 
comply, it will not be considered a violation. In cases beyond that point the 
county committee will make a determination as to whether or not they feel an 
agreement has been violated. I refer you to the county offices instructions for 
this information. 


Dwieut W. MEYER. 
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SEPTEMBER 5, 1956. 

To: Calhoun County ASC Office, Rockwell City, Iowa. 
From : Dwight Meyer, Soil Bank Division. 
Subject : Civil Penalty Provisions. 

This will acknowledge receipt of your telegram of August 27, in which you 
request leniency with reference to civil penalty provisions. 

The matter is being given due consideration and if changes are made in the 
present regulations, we will notify you just as soon as possible. 





SEPTEMBER 5, 1956. 

To: A. A. Currie, Sac County ASC Committee, Sac City, Iowa. 
From : Dwight Meyer, Soil Bank Division. 
Subject : Civil Penalty Provisions. 

This will acknowledge receipt of your telegram of August 27 in which you 
request leniency in reference to civil penalty provisions. 

The matter is being given due consideration and if changes are made in the 
present regulations, we will notify you just as soon as possible. 


EXHIBIT G 


MISCELLANEOUS USDA CoRRESPONDENCE CONCERNING 1956 ACREAGE-RESERVE 
PROGRAM 
August 15, 1956. 
Hon. Mitton R. Youne, 
United States Senator, 
La Moure, N. Dak. 

Dear SENATOR Mitt: This is in reply to your inquiry of August 11, 1956, regard- 
ing the civil penalty of the acreage-reserve program. 

Section 123 of Public Law 540 says in effect that a civil penalty of 50 percent 
of the compensation shall apply for violation of the terms of the agreement. 
Without this penalty we would not have a contract until payment was actually 
made which would generally be after harvest of the crop. 

It is our belief that if we are to effect any real reduction in supply we must 
have a firm commitment by the farmer that he will not harvest that part of his 
allotment which we have accepted in the soil bank. There is also the other 
angle that it would be impossible to make full use of the funds if we were to 
allow the farmer to wait until harvest before making up his mind as to whether 
or not he would comply. 

It is my belief that the administration must make this act accomplish its 
objectives in the next 2 or 3 years. -It is a voluntary program and it is our hope 
that the raise of payment which we establish will provide a small incentive for 
signing a contract, but will not necessarily provide the farmer more profit in the 
contract year than he would earn by growing the crop. This method of approach 
puts it squarely on the farmer’s shoulders that the program is designed as a self- 
help one. He will help eliminate the heavy supplies overhanging his market 
without any personal financial sacrifice. 

I plan to spend a few days in western South Dakota with Senator Case and 
Congressman Barry week after next. Perhaps I'll be able to get a better feel 
of the whole situation after talking to farmers. 

The 1957 wheat program and the 1956 and 1957 conservation programs should 
be available in the county offices by the end of next week. We hope to get it all 
to the States by Monday, August 20. 

Please let me have your views if you still think we are taking the wrong 
approach. 

Best personal regards. 

Sincerely, 
Howarp J. DoaGert, 
Director, Soil Bank Division. 
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OFFICE MEMORANDUM—UNITED STATES GOVERNMENT 


AvueustT 28, 1956. 
To: Howard J. Doggett, Director, Soil Bank Division, CSS, USDA. 
From: Missouri State ASC Committee, State office, Columbia, Mo. 
Subject : 1956 acreage reserve program. 

The language of the wire amending the final disposition date to August 31, 1956, 
for designated acreage reserve has brought to light a situation in Missouri which 
in our opinion will make the 1956 and subsequent years’ acreage reserve pro- 
grams difficult to administer, as well as tend to greatly reduce participation in 
that program. 

Inasmuch as the regulations issued early in the program were general enough 
that they could be interpreted two different ways, we were disturbed as to 
whether or not a producer would be held to complying with the acreage he so 
designated on the agreement. 

This question was raised in a telephone conversation with our area director 
on July 25, 1956. 

Specifically, the question asked was: “A man has signed his CSS—800 and has 
designated an acreage for the acreage reserve program, for example, a corn 
acreage which he has to destroy. However, before the final disposition date, 
the crop begins to look so good that he decides not to destroy the corn. In this 
case, is he in violation and does he owe a civil penalty of 50 percent of the com- 
pensation which he would have received?” 

Answer. Mr. Leigh advised us that this had been discussed with the Soil 
Bank Division and while technically it was a violation, it was the general feeling 
that in a case such as this, the man had not lived up to the terms of his contract ; 
therefore, the contract would be terminated by the county office, and that it was 
further his feeling that a civil penalty would not be owed by the farmer. 

Based on this information, we have put out State letters to the counties to 
that effect. Further, we advised counties that as long as a producer had met his 
minimum requirements, his payment would be based on the smaller of the three 
items as pointed out under paragraph 5 on the reverse of CSS—S800. 

We realize that the producer now has until August 31, 1956, to dispose of the 
designated acreage, but this will not rectify those situations where the county 
told the producer to be sure and designate enough acreage, as this was only to be 
the maximum he could receive. 

For example, a producer designated 40 acres and subsequently destroys 20 
acres. As the regulations now stand, unless he destroys the additional 20 acres, 
he will not receive any payment and will, if he harvests or grazes any of the 
designated acreage, be subject to the civil penalty. 

What disturbs us is the fact that in this example the producer will not receive 
any compensation for the 20 acres of corn he has destroyed. 

It is the opinion of the State committee that the county committee should be 
given the authority to determine that, based on the erroneous information given 
the farmers, where the minimum provisions of the program have been met he has 
not knowingly nor willfully failed to dispose of the necessary acreage. We would 
then pay him on the smaller of the three, as set forth in paragraph 5 on the reverse 
side of CSS—S800. 

For your information, we are attaching copies of our State letters involved. 

We would appreciate your early reply, since we are scheduled to start payments 
on September 4, 1956. 

It is our opinion that the manner in which this 1956 program is handled will 
have a decided effect on subsequent programs. 


OcrToser 11, 1956. 
To: Missouri State ASC committee, State office, Columbia, Mo. 


From: Dwight W. Meyer, Acting Director, Soil Bank Division, CSS. 
Subject: 1956 acreage reserve program. 

On August 28, 1956, your committee wrote a letter to Mr. Howard Doggett, 
Director, Soil Bank Division, in which you raised the question of some acreage 
reserve problems. This letter dealt almost entirely with the question of civil 
penalty provision in the soil bank program. 

Since that time, by decision of the Secretary, the effect of civil penalties for 
1956 has been pretty much set aside. Along with that, the problem of the mini- 
mum requirements for acreage reserve in 1956 has been disposed of. We assume 
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that the above-mentioned changes in the regulations will provide sufficient answer 
to you in disposing of the questions raised and the cases discussed in your letter 
of August 28. If for any reason you have further questions in regard to handling 
of the above-mentioned program, feel free to contact this office. 


STILLWATER, OKLA., September 13, 1956. 
Howarp J. Doaecertt, 
Director, Soil Bank Division, Commodity Stabilization Service, United 
States Department of Agriculture, Washington, D. C. 

Dear Mr. Doceetr: In a telephone conversation on September 10 with Mr. 
Dwight Meyer, we estimated that there would be about 450 1956 soil-bank 
agreements put aside for consideration as possible violations pursuant to sec- 
tion 31A. 

Mr. Meyer requested that we survey a few counties and submit a written 
report of the estimated number of such cases. Based on the survey of 6 coun- 
ties, we believe that our original estimate of 450 is about right. 

Very truly yours, 
Lewis F. WoLrFr, 
State Administrative Officer. 





UNITED STATES DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL STABILIZATION AND CONSERVATION COMMITTEE, 
Lexington, Ky., September 14, 1956. 
Mr. DwieHt W. MEYER, 
Staff Assistant, Soil Bank Division, Commodity Stabilization Service, 
United States Department of Agriculture, Washington, D.C. 


Dear Mr. Meyer: This is in compliance with your request of September 10, 
1956, by telephone, that we send you several counties’ estimates of the number 
of violation cases under the soil-bank program. Mr. Raymond Bottom attended 
an office managers meeting at Leitchfield, Ky., September 11, 1956, and secured 
the following estimates of violations: 

Violation cases 


Ns tater dae de oteeranigiet oneesick ere aoe almipone aes aes 17 
a tN eek bee 15 
Ne a ape ises det ie he ecrcoes eitnne aoresthaee ets ee mea Ras 1 
Neen oe ea site een eee eee = 5 
a Ua a ee oer cai hraetvae eee arne ch ni antne ee os 25 
NN OO oui aebeiee cacere eer niente weenie a 6 
Hardin County (61-047)______________ Se eee Ee ae Saeecneens 10 
aac pth aals tye ta ah evel Sncoree Mbep cien cai pm aie Shee 5 
Logan County (61-071) Dd Sane, aes ees Oe oe eee ate 0 
te eS 4 pa Ra MEE aT ai rt pales ra fc Ee ele gle ap 6 
A Ey RRR Re ca eal sa a ee a 0 
oe Bh SS a PR REI RUE ae nk oR a ee : 35 


These counties have agreed to send a letter in detail on these cases. When 
they are received, they will be forwarded to you. 

We are sending you 10 cases which we have here that are possibly violation 
cases ; however, some of them are just questions and complaints. These cases 
are itemized on the attached sheet, and we would appreciate your looking these 
cases over and giving us your advice on them. Some of the letters have been 
answered and some of them have just been acknowledged. We would like to 
have your suggestions on how to answer such questions. Please return one 
copy of the attached itemized sheet and all the data on these cases as we are 
not keeping copies here in this office. 

Yours very truly, 
Frep B. WaAcHs, Jr., 
Acting State Administrative Officer. 


REGISTER OF LETTERS SENT WASHINGTON Sort BANK VIOLATIONS AND 
PROBLEMS 


1. Letter from H. W. Clayton, chairman, Carlisle County ASC Committee. The 
leter set forth nine problems they had in Carlisle County (61-020) with the 
soil-bank program. A copy of our reply was enclosed. 





6. 


~ 
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2. Copy of letter from Mildred Nave, office manager of Carlisle County (61-020), 


concerning C. C. Trainer’s canceled agreement. There has been no letter 
written to the county advising them what to do; only a letter telling them 
that their case has been refered to Washington; therefore, we would like 
to have your answer on this one. 

Copy of a letter from D. D. Slayden, vice chairman of the Livingston County 
ASC Committee (61-070), concerning Cecil Thompson, Carrsville, Ky. 
(corn in the acreage reserve). Form OSS—800 and 3 carbons and forms 
CSS-804 also sent. No letter has been written Livingston County advising 
them, only a letter telling them that their case has been referred to you. 
We should like to have your opinion. 

Letter from James BE. Thomason, office manager, Grayson County (61-043), 
concerning corn yields on the listing sheets (errors made in county office). 
No letter has been written Grayson County advising them what to do; only 
a letter telling them that their case has been referred to you. 


. Letter from Nina Ogles, principal clerk, Allen County (61-002), concerning 


Joe Wilson and his possible violation of his (corn) soil-bank agreement. 
No advice has been given Allen County on this case; therefore, we are 
telling them that their case has been referred to you. 

Letter from Nina Ogles, principal clerk, Allen County (61-002), concerning 
Robert Whitlow. He was late in returning an agreement after having 
brother sign. A copy of our letter of reply enclosed. 


. Letter from James O. Borders, Elizabethtown, Ky. (Hardin County 61-047). 


He did not get all the acreage in the soil bank that he would like to have. 
A copy of our letter of reply enclosed. 


. Letter from Raymond Swatzell, Hickory, Ky. (Graves County area 61-42). 


Letter is not clear as to what the problem was. General idea is that he did 


not get to participate in the soil-bank program. Our letter of reply is 
enclosed. 


. Copy of a letter from Willie Jones, Irvington, Ky. (Meade County area 61- 


082), complaining that he did not get to participate in the soil-bank pro- 
gram. A copy of our reply is enclosed. 

Letter from the Fulton County ASC Committee concerning Mr. C. A. Binford. 
Binford wanted to terminate his agreement. Also enclosed, copies of form 
CSS-—800 and a copy of Mr. Binford’s letter to the Fulton County ASC Com- 
mittee (61-038). No advice has been given in this case. Please give us 
your advice. A copy of our referral letter is enclosed. 


x 





